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##% ANALYSIS FROM -0392/3 **+
AGRICULTURE

AGRICULTURAL PRODUCER SECURITY

This bill changes the laws concerning milk contractors, grain dealers, grain
warehouse keepers, and vegetable contractors (contractors). A milk contractor is a
person who buys milk from milk producers or who markets milk on behalf of
producers. A grain dealer is a person who buys grain from grain producers or who
markets grain on behalf of producers. A grain warehouse keeper is a person who
operates a warehouse in which the person stores grain that belongs to someone else.
A vegetable contractor is a person who buys vegetables from vegetable producers for
use in food processing or who markets processmg vegetables on behalf of producers.

, Under current law this state requires certain contractors to post security with
DATCP to provide payment in case the contractors default on payments to producers.
This bill establishes a segregated fund, called the agricultural producer security
fund (the fund), into which certain contractors must pay, and out of which DATCP

/l&; provides payment toémproducers when those contractors default on payments e




2001 — 2002 Legislature -6 — LRB-2449/P1
' : ALL:all:all

Milk contractors

Under current law, persons who operate dairy plants generally must be
licensed by DATCP. There is no separate licensing requirement for milk contractors.

~ Under current law, DATCP may not issue a license for a dairy plant unless the
applicant satisfies DATCP that the applicant’s financial condltlon is such as to

j( reasonably ensure prompt payment to m1lk producers. Pary s G ot
2 i P2 : ' "ﬁefB@@‘Pb If a dalry plant

operator does not meet minimum financial standards, the operator must file a bond
or other security with DATCP or must provide for a trustee who receives payment

jté for all dairy products produced by the dairy plant an_dﬂpa}% roducers.
A &&iﬁf Under this bill, DATCP issues hcenses to milk con@ A milk conyf

iryf4rm in another o ate for dlrect sh /
that the contractor gp es in this stgi#

/ ned by producers ##at is produced th1s state. A
~ vghunteer to be hcense f the milk cont étor receives, outs'
#shipments of milgAfom dairy farm 4 this state. As
~ contractor t perates a dairy pfant must obtain

milk contractor does not meet minimum financial standards, or that does not file
annual and quarterly financial statements, must contribute to the fund, unléss the
contractor is disqualified from the fund. If a milk contractor that contributes to the
fund defaults on payments to producers, DATCP may pay default claims from the
fund.

A milk contractor that is required to file security when first licensed (as
explained below) is disqualified from the fund until DATCP releases the security. A
milk contractor is disqualified from the fund if DATCP denies, suspends, or revokes
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contractor from the fund and the Ihilk coﬁéractor files a financial statement that
shows that the contractor does not meet minimum financial standards, the milk
contractor may not act as a milk contractor in this state.

The bill establishes the formula for determining the amount of the assessments

‘ﬁé spent to procure milk from producers, thesx :
consecutive years that the contractor has contributed to the fund.

A milk contractor must file security with DATCP if, when DATCP first licenses

the contractor, the contractor’s financial statement shows negative equity and the

~ contractor procured more than $1,500,000 in milk from producers in its most recent

% fiscal year. Theé bill specifi ‘ i

plant trusteeship may not be used to provide security after January 1, 2003. DATCP

A dairy

may release security filed by a milk contractor if the contractor procures no more
than $1,500,000 in milk from producers in two consecutive years or files annual
financial statements that show positive equity for two consecutive years "

This bill requires a milk contractor to maintain insurance that covers all milk
and milk products in the possession of the milk contractor.

As under current law, the bill requires a milk contractor to pay a monthly fee
to DATCP, based on the amount of milk that the milk contractor procures. Under the
bill, if the balance in the fund contributed by milk contractors exceeds $4,000,000 on
any February 28, DATCP must credit 50% of the excess against these monthly fees@,,

Grain dealers
‘)% Under current law, most grain dealers are required to be license%a?rd\mo/st
# WWM&MMP%&W
H MWMB%SMF grain dealer does not meet minimum financial
standards, the grain dealer is required to file security with DATCP.
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Under this bill, a grain dealer must obtain a license from DATCP unless the N
dealer pays cash on delivery for all producer—owned grain that the dealer procures

or the dealer buys grain solely for the dealer’s own use as feed or seed and spends less.—~
han $400, 000 per license year for that graln i Jicense Tees vary based on
amount that the grain dealer pays for grain durlng a license year and the number
of trucks used to haul grain. Under the bill, if the balance in the fund contributed

by grain dealers exceeds $2,000,000 on any June 30, DATCP must credit 50% of the
excess against license fees sevespe ; 77, L

i
M

\ { but only »markets grain, or if the dealer incurs any obligations under “dak dw j‘&
vxﬁg&mcngmgﬂntracts g - e e

e g ¢ L S SR P

-A grain dealer that is requlred to be licensed must contrlbute to the fund, unless
the dealer is disqualified. If a grain dealer that contributes to the fund defaults on
payments to producers, DATCP may pay default claims from the fund.

A grain dealer that is required to file security (as explained below) with DATCP
when the grain dealer is first licensed under this bill because the dealer has negative
equity is disqualified from the fund until DATCP releases the security. A grain
dealer is disqualified from the fund, and required to pay cash o ' for grain,

if DATCP denies, suspends or revokes the dealer” SEC_% if DATCP dlsquahﬁes the
s dealer for causepdF st . cProvide R e -

éél‘ DL RBENFFEIC RO ATEL Z4S > GO TSVl L U \wé o .,/"' 2573725 '. "‘ah"-z'; the amount Sperlt to

sy, the amount incurred under
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deferred payment contracts, and the number of consecutive years that the dealer has
contributed to the fund.

A grain dealer must file security with DATCP if, when DATCP first licenses the
dealer under this bill, the grain dealer reports more than $500,000 in grain payments

during its most recent fiscal year and the dealer’s annual financial statement shows

2001 — 2002 Legislature —9— LRB-2449/P1

tz DATCP may release security required because the grain
dealer had negative equity when first licensed if the dealer makes no more than
$500,000 in grain payments in two consecutive years or files annual financial
statements that show positive equity for two consecutive years. DATCP may release
security required because a grain dealer uses deferred payment contracts if the
dealer stops using deferred payment contracts or satisfies debt to equity ratio
. requirements for two consecutive years. ,
This bill requires a grain dealer to maintain insurance to cover all grdin in the
custody of the grain dealer.
~ G ,und)er thalolly grovom e ale,
S Grain wareﬁouse keepers
Current law requires a grain warehouse keeper that holds 50,000 or more
bushels of graln for others at any time to obtain a license from DATCP. &A%

i

i

Under this bill, as under current law, a grain warehouse keeper that holds
50,000 or more bushels of grain for others at any time must obtain a hcense fro

fund contrlbuted by grain warehouse keepers exceeds $300, OOO on any June 30,
DATCP must credit 12.5% of the excess agamst hcense fees dxrpr
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// ....The bill requlres a grain warehouse keeperdtha’c‘“op“e‘r’ afes warehgusemlth a

i combined capac1ty of Tt mofe“than~300—000 bushels to file a financial statement before

i Vﬁ/{( ~the Wper is first licensed unde; bill and during each license" yeaﬁ
~f -

- A licensed grain warehouse keeper is required to contribute to the fund, unless
< j‘ﬁﬂ"f the warehouse keeper is disqualified. If a grain warehouse keeper that contributes
to the fund fails to deliver grain to depositors upon demand, DATCP may pay default
claims from the fund. '

A grain warehouse keeper that is required to file security (as explained below)
with DATCP when the warehouse keeper is first licensed under this bill is
disqualified from the fund until DATCP releases the security. A grain warehouse
keeper is also disqualified from the fund if DATCP denies, suspends, or revokes the
warehouse keeper’s license.

The bill establishes the formula for determining the amount of the assessments
which must be paid by a grain warehouse keeper that contributes to the fund, except
that DATCP may, by rule, provide for a different formula. The assessments are based

years that the warehouse keeper has contributed to the fund.

A grain warehouse keeper must file security with DATCP if, when DATCP first
licenses the warehouse keeper under this bill, the warehouse keeper operates grain
warehouses with a combined capacity of more than 300,000 bushels and the

%’; warehouse keeper’s annual financial statement shows negative equity. The b))
s/em‘ﬁé&tl_le eindS of secyrity that-DATCR mayacceps. DATCP may release security
» filed by a grain warehouse keeper if the warehouse keeper has a warehouse capacity
of less than 300,000 bushels for at least two consecutive years or files annual
T ?/4 financial statements that show positive equity for two consecutive years.
Yo

q " Vegetable contractors

Current law requires a vegetable contractor to obtain a registration certificate
from DATCP. A vegetable contractor that does not meet minimum financial
standards must file security with DATCP unless the contractor makes payment on
delivery for all vegetables obtained from producers or the contractor is a

* producer-owned cooperative doing business solely on-aRoehing basis with its

roducer—owners .

e o A st a0 o 601 T

——
- “This bill requlres a vegetable contractor to obtam a license from DATCP. ) W
F ense fees are based on the amount otable contractor owed to vegetable

i
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producers over the course of the contractor’s most recent fiscal year. Under the bill,
if the balance in the fund contributed by vegetable contractors exceeds $1,000,00§§ l

on any November 30, DATCP must credit 50% of the excess against license fee

WWM&MM&%CW@MMW i

T o T — e

Mhe b111 requlres a {7egetable contractor that annually 1ncurs mere t‘ﬁ‘éﬁ\
$5OO OOO in obligations under contracts for the procurement of- processmg vegetables \3

N,

| to file a financial statement befors thie contractor- i'§'f'1rst licensed under this bill and |
|
|

et

during each license year, unlessthe contractor makes payment on delivery for all
"‘“\.,

e

!
|
; vegetables™ obtamed from producers or the contractor is a produ@er—owned
1
\

g A cooperatwe that procures vegetables only from 1§s produber owners. e
i\]\w& A Ticensed vegetablé contractor must contribute to the fund unless the
(P . (O contractor makes payment on delivery for all vegetables obtained from producers,

the contractor is a producer—owned cooperative that procures vegetables only from
its producer owners, or the contractor is disqualified. If a vegetable contractor that
contributes to the fund defaults on payments to producers, DATCP may pay default
claims from the fund.

A vegetable contractor that is required to file security (as explained below) with
DATCP when the vegetable contractor is first licensed under this bill because the
contractor has negative equity is disqualified from the fund until DATCP releases
the security. A vegetable contractor is disqualified from the fund if DATCP denies,
suspends, or revokes the contractor’s license. A vegetable contractor is disqualified
from the fund, and required to pay cash on delivery for all vegetables received from
producers, if DATCP issues a written notice disqualifying the contractor for cause,
including failure to pay fund assessments when due.

>A ¢ A The bill establishes the formula for determining the amount of the assessments
" X{ Q\@f which must be paid by a vegetable contractor that contributes to the fund, except that
&\)ﬁ\‘iw DATCP may, by rule, provide for a different formula. The assessments are based on

iﬁf;‘gﬁ; x: - i #the amount

Faitgs the amount
incurred under deferred payment contracts, and the number of consecutive years
that the contractor has contributed to the fund.

A vegetable contractor must file security with DATCP if, when DATCP first
licenses the contractor under this bill, the contractor reports more than $1,000,000
in obligations under contracts for the procurement of processing vegetables during
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" it most recent fiscal year and-the contractor’s annual financial statement shows
negative equlty A vegetable contractor that incurs obligations under deferred
payment ‘contracts ﬁmfnstg also ﬁle securlty with DATCE=up mf'“iﬁm

;
Yl y

ay aeeeplp DATCP may release security required because the
vegetable contractor had negative equity when first licensed if the contractor makes
no more than $1,000,000 in vegetable procurement obligations in two consecutive
years or files annual financial statements that show positive equity for two
consecutive years. DATCP may release security required because a vegetable
contractor uses deferred payment contracts if the contractor stops using deferred
payment contracts or satisfies financial requirements for two consecutive years.

This bill requires a vegetable contractor to maintain insurance to cover all
vegetables in the custody of the contractor, unless the vegetable contractor pays cash
on delivery for all vegetables or the contractor is a producer—owned cooperative that
procures vegetables only from its producer owners.

— S Lindey thebill, vegebable copfract or}ﬂszf from Pepe (O }

Recovery proceedmgs and administration

Under this bill, when contractors who are licensed, or required to be licensed,
fail to make payments when due or when grain warehouse keepers fail to return
stored graln upon demand producers or the1r agents may ﬁle default clalms w1th

the amount of each claim to allow DATCP issues a proposed decision. If a contractor
or claimant objects to the proposed decision, DATCP must hold a public hearing and
then issue a final decision affirming or modifying the proposed decision.

The bill specifies payment amounts for each claim against a contractor that was
contributing to the fund when the default occurred. For a claim against a milk
contractor or grain dealer, the payment amount is 90% of the first $20,000 allowed,
85% of the next $20,000 allowed, 80% of the next $20,000 allowed, and 75% of any
amount allowed in excess of $60,000. For a claim against a grain warehouse keeper,
the payment amount is 100% of the first $100,000 allowed. For a claim against a
vegetable contractor, the payment amount is 90% of the first $40,000 allowed, 85%
of the next $40,000 allowed, 80% of the next $40,000 allowed, and 75% of any amount
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allowed in excess of $120,000. If a contractor was not a contributing contractor when
the default occurred but had posted security with DATCP, DATCP uses the security
proceeds to pay the full amount of the allowed claims§ except that, as under current
law, if the security is not adequate to pay the full amount of the allowed claims,
DATCP pays the claimants on a prorated basis. A claimant that does not receive full
payment may sue the contractor for the balance of the allowed claim.
The bill requires DATCP to obtain three surety bonds, called industry bonds; .
7% @ne?{to secure payments of claims against contributing milk contractors, one to secure
payments of claims against contributing grain dealers and warehouse keepers, and
one to secure payment of claims against contributing vegetable contractors. In
addition the bill requires DATCP to obtain a blanket surety bond. The bill requires
DATCP to make a demand against the appropriate industry bond if payments of
claims against contributing contractors in that industry exceed a threshold specified
in the bill. The bill requires DATCP to make a demand against the blanket bond if
claims against contributing contractors in an industry exceed the amount available
under the industry bond. '

The bill authorizes DATCP to demand that a defaulting contractor reimburse
DATCP for any claim amounts that were paid from the fund because of the
contractor’s default. The bill also authorizes a person who issues an industry bond -
or the blanket bond to require a defaulting contractor to reimburse the amounts that
the person paid out because of the contractor’s default.

Under this bill, $2,000,000 is transferred from the agrichemical management
fund to the agricultural producer security fund on January 1, 2002, as a start—up

loan. The bill }requirgs DATCP tb repay the loan, plus interest, and to complete the
repayment no later than July 1, 2006.
The bill authorizes DATCP to promulgate rules that modify license fees and
% fund assessments & R ' 75120 FLE

license for cause.

% ANALYSIS FROM -1758/2 ##*
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x Under current law, igibitity requ 8| to clailﬁ the farmland

% preservation tax credig§@@RE® the land to which the claim relates,if)e subject either
to a farmland preservatlon agreement or to an exclusive agricultural use zoning

* ordinance thatis-ceTtiffed by the tand-and water-conservation-boardo A farmland
preservation agreement is between the landowner and DATCP. The agreement
commits the owner to keep the land in agricultural use for the duration of the
agreement, up to 25 years, although the law allows DATCP to release land from an
agreement under certain circumstances. Under current law, in some of the
circumstances under which DATCP may release land from a farmland preservation
agreement, or if land is rezoned from exclusive agricultural use, DATCP is required
to file a lien against the land in the amount of the farmland preservation credit
received by the owner during the preceding ten years.

This bill eliminates the requirement that DATCP file a lien against land that
is released from a farmland preservation agreement or that is rezoned from exclusive
agricultural use. Under this bill, DATCP may not release land from a farmland

reservation agreement until the owner pays $50 per acre to this state, except in

Sifudtions
to the state < o C: ] — (
*** ANALYSIS FROM -0405/1 **3 i e uire:
KD a R P 47"%@3[%@}9@,- Acre

Thls blll expands DATCP’s authorlty relatlng to @ L€ SLaCTtoTy-Cer e

= e

" :hen présent\und

rty r the? vironmenty

T

Under current law, @ agrlcultural lands am%agrlcultural busmess premise
if DATCP finds that plants or other pest—narmrlalslare 5o infested with
injurious pests as to constitute a hazard to plant or animal life in this state, DATCP

may order the property owner to treat the premises or treat or destroy the infested

certam twéﬁch as the death or dlsabﬂlty of' t(%e owner. Also under this bill ;~ 'R
b Pz 142 Tt 3o et \\

— — _\\ 3 “

o Sl
_ &’ /’/”/’ H amﬁ@ o
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plants or other material. If the property owner fails to comply with the order, DATCP
may treat the premises or treat or destroy the infested plants or other material. This
keug g bttt DATCP’s authority regarding treatment of infested
premises and treatment or destruction of infested plants and other material Yract.
7@ ARk to agricultural lands and agricultural business premises.

*** ANALYSIS FROM -0398/1 ***

Under current law, DATCP admm1sters a soil and water resource management,
MEASES  program under which DATCP provides grants to counties to help the counties fund

to reduce soil erosion and water pollution, including cost-sharing grants
{41 from countles to land owners. % g

general obhgatlon bondmg authorlty for the soil and water resource management
program by $7,000,000.

e ANALYSIS FROM -1615/8 #**

Under current law, DATCP makes agricultural research and development

grants to fund demonstration projects, feasibility analyses, and applied research on -

new or alternatwe technologies and practices that will stlmulate agricultural
development.

This bill authorizes DATCP to make grants and provide technical assistance to
support preliminary research and investigations on potential business enterprises
that may increase the value of raw agricultural commodities. The bill provides

Indian gaming receipts for the new grant program and for the existing agricultural
research and development grant program.

#++ ANALYSIS FROM -0406/3 ***
AGBIRCKILFURE-

Under current law, a person is subject to a fine or imprisonment if the person
violates certain laws enforced by DATCP including laws relating to the manufacture,
distribution, and sale of commercial feed, laws relating to the safety of certain
~¢onsumer products, andm st T ekt

,g This bill provides that a person who violates any of these laws may & e subject
to a forfelture ' fns
/ , / """ / =

ATPED o ot 2P . L] D‘yf / 1 142 & A
DA S certa S incligk f reg M-_ 2

P
e A

}{azardous ﬁ/ubstances $5 -



. _ _ LRB-2449/P1
2001 — 2002 Legislature _ 16 ALIL:all:all

Current law provides for & World Dalry Center Authority. The duties of the

authority include establishing a center for the development of dairying in the United
States and the world. This bill eliminates the World Dalry Center Authonty

s ANALYSIS FROM —1856/6 ok e
COMMERCE AND ECONOMIC DEVELOPMENT

ECONOMIC DEVELOPMENT
Under the bill, the department of commerce (depa

ent) must des1gnate up
to 20 areas in the state as technology zones. “The de rtment may certify any new

or expanding hlgh—technology business located in a echnology zone for a tax credltg';

personal property taxes that the busmess paid in the taxable year; the amount of
sales and use taxes that the business paid in the taxable year; and the amount of
income and franchise taxes that the business paid in the taxable year. Abusiness
certified by the department i -claim the tax creditygite Bl af

M@@Wiy&ﬁaﬁm for three years or for up to five years if the

experiences growth to an extent determmed by the department,

@%WW J o ANmSImOM 466‘975WW Aope Tt |

" QQYMERCEMND-ECONQMIS DEVELOPMENT -
\E€QNOVNC DEVELOPMENT .-
The department of commerce (department) ‘administers three types of
development zone programs: 1) the development zone program; 2) the development
opportunity zone program; and 3) the enterprise development zone program.
Generally, after an area is designated as one of the three types of development zones,

a person or corporation that conducts or that 1ntends to conduct economic activity in
the designated zone is &faf 435,

/4 g% . emeligible for certain
tax credits, which are based on the creation or retention of jobs, on expenses incurred
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to remediate environmental problems, d}@ on significant capital investment to
retain jobs.
TN The bill designates an area in the city of Milwaukee as a development
T opportunlty zone and authorizes up to $4,700, OOO to be clalmed in tax credits for
N

m one M Would : ot otherw15e be able to claim tax credits may be certified for tax
4; / credits if fRe ecoriomic activity is instrumental in enabling another person to conduct
economic activity in the zone that would not have occurred but for the first person’s
; involvementZ the department determines that the person being certified for tax
\—/' credits will pass the benefit of the tax credits thrqugh to the other person conducting
the economic activity in the zohe{ and #{the other person conducting economic
activity in the zone does not claim tax credits for the economic activity. @me_
In addition, the bill creates an income tax and franchise tax credit for a huSiness
Wé :d}at is certified to receive tax credits in theAdevelopment opportunity zone Ju4b@ gitar
( \_// Mﬂgﬂ% BUPUE ¢ @Als equal to 3% of the following: 1) the purchase price of
tangible personal property that is used for at least 50% of its use for the business at
a location in velemor

yfagit zone; and 2) the amount expended to acquire, construet,
rehabilitate, remodel or repair real property in dsd@vetopiraent zone. A business may
claim the credit only to offset taxes that are imposed on income that is attributable
to the operations of the business in the 4¢#5

artnerships, limited [iability companies, and tax—optlon corporatlons
compute/ﬁ;e\@redn but pass&i’i; “gr}tto the partnéf% members, and-§ ??areholders in
propoftion to thelr owner, -fup 1nteréMsméss cl m§ a cf'edlt tl@i_:gxe’é'eds its
taxdiability, the busineés will not rec refund chegk, but the business may carry
ward any remaifiing credit to subsequent taxable years. /= e
it i

o AT
N 2y JOPRUE,

ek ANALYSIS FROM -0641/1 #%#%*
‘COMMERGE-AND ECONOMIG-DEVELOPMENT ™
‘ECONOMIC DEVELOPMENT—~
Under the community—based economic development programs in current law,
the department of commerce (department) awards grants to political subdivisions
(counties, cities, villages, and towns) and community—based organizations for
various purposes related to promoting economic development at the community
level. The bill eliminates these programs and creates a new economy for Wisconsin
(NEW) program. Under NEW, the department may make grants, not exceeding
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$100,000 each, to community—based business incubators and nonprofit
organizations that provide services to high—technology businesses or that promote
entrepreneurship. Grant proceeds may be used only for assisting small businesses
(businesses with fewer than 100 employees) in adopting new technologies in their
operations, for assisting technology—based small businesses in activities that further
technology transfer, or for assisting entrepreneurs in discovering business
opportunitieszHeFill specifies the factors that the department must consider in
awarding the grants aI}EL g;gguires the degg.nt ent to develop a ‘ggrjant")applj/qation,
prcyga/t?% rules on.How thé%grants it be ac;:ninis e’f'“’éa'\,&nd‘”e/nter intod written
agreément wijbfégch grant rébi—pi’éﬁ{l’hat requiref the recipient to submit a report \
} to the department that details how the grant proceeds were used, T
Under current law, a corporation carrying on urban redevelopment activities
is authorized to develop and operate a technology-based incubator and apply for a
grant under a c &ﬁunity—based economic development program administered by
. The bill provides that S},le'h/a corporati,{on may instead de}drglepénd
operate a cofimunity—based business ificubator and apply for a gran_g.,uﬁder NEW.
Another provision/in current law prevides that blight elimination a,n’d/ urban rengwal .

projects 4

o’
N e e

N T s,

include’ studying tl/le feasibility of deyeloping~and operating a
techn ogy—basep incubator /{nd applying for a grant- er a community—based
econbmic development prggi'am administered by the department. The bill provides
that blight elimination gAd urban renewal projects include, instead, developing and
operating a ¢omb ipity—based business incubator and applying for a gﬁ?ﬂ: under j
NEW. } T

s

UM = )
| ket w p 50/6 *#*
COMMERCE flgké/_lé\ ELOPMEXT-
\ ] \.

Under the gaming economic development grant and loan program in current
law, the department of commerce (department) may make a grant for professional Qﬁr
services, or a grant or loan for fixed asset financing, to an existing business in this = ¢ P
state if the business has been negatively impacted by the existence of a casino and
has a legitimate need for the grant or loan to improve profitability. Under the gaming
economic diversification program in current law, the department may make a grant
or loan to an existing business in this state for a project that will diversify the _ .Y
economy of a community. Each program is funded with Indian gaming revenu

ot atuat ERpropFidtion; Which meshsthat Any-aifowt hpprbprialed ok afibeat.
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tors and nonprofit
organizationy that provide services to high—technology businesses or that promote
entrepreneurshlp Grant proceeds may be used only for assisting small businesses
(businesses with. fewer than 100 employees) in adopting new technologies in their
operations, for a551st1ng technology-based small businesses in activities that further
technology transfer;, or for assisting entrepreneurs in discovering business
opportunltlee_jf'ﬁmll specifies the factors that the department must consider in
( awarding the grants and:requires the dep ent to develop a grantapplication,
eq, apdenter i written

promujgaté rules opAfow thétf;:fr:}wﬂ ini
agre€ment with-€ach grant re nt that requires the recipient to submit a report

} to the department that details how the grant proceeds were used,)
Under current law, a corporatlon carrying on urban redevelopment activities
is authorized to develop and operate a technology

d incubator and apply for a

W___':“) **% ANALYSIS FROM -0650/6 ***
\pwﬁwnmmvomﬁ DEVELOPMENT-

Under the gaming economic development grant and loan program in current
law, the department of commerce (department) may make a grant for professional
services, or a grant or loan for fixed-asset financing, to an existing business in this
state if the business has been negatively impacted by the existence of a casino and
has a legitimate need for the grant or loan to improve profitability. Under the gaming
economic diversification program in current law, the department may make a grant
or loan to an existing business in this state for a project that will diversify the
economy of a community. Each program is funded with Indian gamlng revenuelﬁ"

”~



.

N

2001 — 2002 Legislature (19 LRD 244071

S— \

year but not spent or. encumbered lapses tothe géneral fund at the.end of the fiscal \
\ year. I’ add1t1on,f;l6an repayment hder each progg*am are-tsed for moretgrants and l

loans/under e program% are pa1d out of an annual appropr1at1on for each

\,‘__\“ﬂ“wm__ e Sy T T S e R SRS g s e g1 s e

prégramwm,,z
Under the bill, start-up businesses, in addition to existing businesses, are

eligible for the grants and loans under both programs. The bill adds remediating
brownfields (which are abandoned, idle, or underused industrial or commercial
facilities or sites that are adversely affected for expansion or redevelopment by
" actual or perceived environmental contamination) as a project purpose for which
grants- and loans may be awarded under the gaming economic diversification
program and requires the department to consider whether a project will take place
in a rural community when awarding grants and loans under that program.
/"‘"T‘l;e“hill consolidates the two annual appropriations of TRdian gaming reve
/int

! for either fiscal year of a iennium may jh,e*use\ in either ﬁscal year of the,b1enn1um

| and that any 4mount ap roprlate:}r either fiscal year.of the biennium that is not
spent or en”cumbered lapT}es to the‘general furld at tlie end of the bjénnium, rather
consolidates the'two annual loan

than at/the end of the fiscal year. The bill a
rep mentwappropnatl’?o"ﬁé“rnt&one@er;pﬂat1on for both i)(mgrams and changes

fiat consolidated appropriation to a biennial appropriation)¥In g‘cldmon the bill
authorizes the department to make a grani)to the M7 Development Corporation for
construction of a multipurpose center at Lincoln Park in the c1ty of M1lwaukee@j/
/grant may. not exceed $1,000,000, is pa1d out of the y_; whyZedhaflideted Indian |
gammg revenue appropr1at1on for .the gammga eConom1c development’an jgaming
ecenonmc diversification grant and lean‘”?ograms and may not be awarded-ufiless
the M7 Development Corporat;en"c")B"t'{ ins matchlng financin !

each of fiscal years 200 1—02 and 2002—03 to the Chippewa Valley Technical College

Ty
for a health care education center ,( S;‘Ee department and the ’Ch1ppewa Valley;

e e

C‘echn;cal College e must enter into an. agreem?nt«that zs/p_eelﬁesl theiises for tlTeﬁali/

-
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wiceeds and’/eportmgvand“/ﬁanmg requirements. = -~
e e et ] e
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“COMMERCE AND ECONOMIC-DEVELOPMENT "

Bgonoymo weystayfiyt
Under current law, the department of commerce (department) administers the
physician and health care provider loan assistance programs, AGerdeZhephgsidian
rgggbdty the department may repay, over a three—year period, up to
$50,000 in educational loans on behalf of a physician who specializes in family
practice, general internal medicine, general pediatrics, obstetrics and gynecology, or
psychiatry and who agrees to practice at least 82 hours per week for three years in
a clinic in one or more eligible practice areas in this statgf' For purpssas of the
6hysician loan assistance program, an eligible practice area is an area with a
shortage of primary care physicians that.is in a primary care health-professional

shortage arga as determined byffﬁé feders] department ealth and human
services, areaWe of psychiatrigts (a meéntal health shortage area),
an American Indian r ation, or trust lands of an American Indian tribe. Under
the heglth care - loan assistance pro ~the.department may repay, over/
i~ |a thrée—year periogjyup to $25,000 in educational loans on behalf of a physician
0”49' assistant, nurse-midwife, or nurse practitioner who agrees to practice at least 32

o |
F, 4——‘~
\}j“’ ~

provider loan assistance program

Gt

hours per week for three years in a clinic in one or more eligible practice areas in this

(For purposes of the health care provider loan assistance program, an el’1g1bl~é“""a.g

a i\s\ an area withya shortage of primary cara physicians tha:n/ig, in-a |
7 9 . v i . i
prigny;f care health proféssjonal ,s‘hort;fge a/r/ea/ég determined by fe‘deral(

. . Sy . . - i
services, an American Indian resérvation, or trust

department of healthand hut
American Indian tribe. |
The bill expands the physician loan assistance program to include dentistsO’Q/

) in educational loans on behalf of a dentist who practices general or pediatric
iYO ) dentistry and who agrees to practice at least 32 hours per week for three yearsin a
\@,;0;{ clinic in an area designated by the federal department of health and human services
as having a shortage of dental professionals. A dentist participating in the program
is subject to the same requirement as a physician to enter into a written agreement
with the department, the same priority considerations as a physician if funding is
not sufficient for all applicants, and the same penalty provisions as a physician for
a breaching the three—year practice agreement.

i ANALYSIS FROM -1864/6 **%
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C;)WAND ECONOMIC DEVELOPMENT -
\ ECoNoMIC DEVELOPMENT _( de parfansnt)
Under current law, the department of commerce[ must provide grants, not
exceeding $900,000, to the city of Milwaukee for a matching grant program
administered by the Milwaukee Economic Development Corporation. Under that
program, grants are provided to persons for remediation and economic

redevelopment projects in the Menomonee valley. M ﬁ@pfrgceﬁimg{axgtafnﬁmus%
#provfge'ém‘at‘” ,hmg*’iﬁﬁfd’éaf"rr‘ﬁtfﬁeﬁst”%‘?ﬁeﬂ;h estof thelotefety,

Ji @& ddide to make grants in the 2001-03
fiscal mto the Milwaukee Economic Development Corporation for its
matchmg grant program and to the Menomonee Valley Partners, Inc. A persch,
Aroprthese Gratif progeedd mfist Brovide matchifig fufids-5t least
«e@a’@t@a«@aft’éﬁh’w@t@ Funding comes from the environmental fund, to

which Indian gaming revenue is transferred to cover the grants. The proceeds of
these grants must be used to support job creation and private sector implementation
of the Menomonee valley land use plan.

i ANALYSIS FROM -0878/2 #**
\COMMERCEAND ECONOMIC DEVELOPMENT -
\ JECONOMI6\DEVELORMENT. '

WHEDA administers a number of loan guarantee programs under which
WHEDA guarantees repayment of a percentage of the outstanding principal
amounts of loans made by private lenders to qualified borrowers for various business
and agricultural purposes. Most of the loan guarantee programs are backed by funds Q
in the Wisconsin development reserve funm guarantees under the job \

raining loanguarantee program are backed by funds inth& Wikconsin job training |
ese}yeﬂ’f/ nd an w}%ﬁees u‘l{lidfghe’ rmklhg,wa/te} loan guarantee program are g _
acked by funds in the Wi SggnglmdekJngaLQLreseWe ﬁggg@ —

Each loan guarantee program has a limit on the total outstanding principal
amount of all loans that WHEDA may guarantee under the program (guarantee
limit). In that way, WHEDA may guarantee more loans under a program as the loans
already guaranteed under that program are paid down. The bill eliminates the
separatc guarantee limit under each of the guarantee loan programs that are backed
by the Wisconsin development reserve fund and establishes one overall guarantee
limit of $62,000,000 for all programs backed by that reserve fund. Thus, as loans

-
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guaranteed under a program that is backed by the Wisconsin development reserve
fund are paid down, WHEDA may guarantee more loans under any of the programs

T e A — BT, P F 3 p o . . . .
that are backed by th&Pknsiniddyalepapen reserve fund and is not limited to

paid down. Fﬁaddition, WHEDA may request JCF to increase or decrease the overall
Tim

@rm it under the Wisconsin development reserve fund. Under current law,
WHEDA may ~1;,_6:(:1"‘(1((9st JCF to increase or decreggewbh& arantee limit under any'

individual gtfé}antee loan program. e P

Thiev”ﬁill also remoyes from the sfatutes the agricultural production d?z)ught

assistdnce loan guarantee programs” WHEDA may not gtarantee loafis under that

program after June 30, 1989, apd, since no loan guaranteed*&ﬁdé'?he program may
extend beyond five years after it was initially granted, no loans are currently
outstanding under the program. E e T e

s ANALYSIS FROM —0774/1 #%
G@MME/RGE\AND‘,ECONOMI.@DEVELQPMENT

ECoNONIC PEVELOPMENT .

O TS X

G TS Mﬂ"g

~WHEDA administers a number of Toan guarantee programs under which

HEDA antees repayment of a percentage of _‘j;h-ex\outstandingwp,nincipal
S P VT :

amou/nwgﬁ s made by-private lenders to qﬁﬁflﬁed’ borrowers-fo¥ various business

and agricultuilg\LpMﬁZs. The guarantees are back in.the Wisconsin )
development reserve fund (reserve fund). |Under current law, WHEDA is required

“fo ensure that the cash balance in thd)reserve fund is maintained at a ratio of $1 of
reserve funding to $4.50 of outstanding principal that WHEDA may guarantee
under all of its loan guarantee programs, except the cultural and architectural

I?ndmarklgigg qugﬁ@gteefgxogramﬂdﬂhyﬂg&%EDA no longer guarantees new
loans. The bill changes the ratio at which WHEDA must maintain the\reserve fund
to $1 of reserve funding to $5.50 of outstanding principal that WHEDA may
guarantee under all of the programs guaranteed from the fund, except the cultural
and architectural landmark loan guarantee program. The reserve funding ratio for

that program remains at $1 of reserve funding to $4 of outstanding guaranteed
principal.

#+% ANALYSIS FROM -0880/5 *+*
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amgunts of JeAns i Y private lenders o qualified borrowers for various busine
and agricultural es.\ Under the small business development loan guarantee
program, WHEDA may guarantee repayment of up to the lesser of $200,000 or 80%
of the principal of a loan made by a private lender to a small business (a business with
50 or fewer full-time employees) or the elected governing body of a federally
recognized American Indian tribe or band in this state. The proceeds of a small
business development loan may be used only for expenses associated with the
expansion or acquisition of a business or with the start-up of a day care business.
The bill adds to the eligible uses of a small business development loan expenses
associated with the start—up of a small business in a vacant storefront in the
downtown area of a rural community, which is defined in the bill as a city, town, or
village with a population of less than 50,000.

*¥% ANALYSIS FROM -0782/P1

“ECONGHMIO.DEVELOPMENT

The department of tourism (department) administers the heritage tourism
program in current law. In each fiscal biennium, the department may, upon
application, select up to two areas of the state to participate in the program, which
entitles an area to assistance in assessing its potential for heritage tourism (tourism
that is based on historical or prehistorical resources) and in developing and
implementing a plan to increase such tourism. Also under the program, the
department must award grants for promoting heritage tourism in the selected areas
to the persons that applied on behalf of the areas. Only one grant may be awarded
to an applicant in a fiscal year, and grants may be awarded to an applicant only in
two fiscal years. »

The bill provides that the two grants that may be awarded to an applicant on
behalf of a selected area may be awarded only in the two fiscal years of the fiscal
biennium in which the area was selected. The bill also provides that, after the fiscal
biennium in which an area was selected, the department may award grants of up to
$5,000 in a fiscal year to a nonprofit organization that is located in the area. A

61:@5‘\"“3
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\E€eQNOMIC-DEVELOPMENT
{EDA administers a nug;bex;‘ of loan guarantee programs JQW .
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nonprofit organization is eligible for the new grants even if it previously received
grants as the applicant on behalf of the area.

% ANALYSIS FROM -1888/3 ***
\COMMERCE AND ECONOMIE DEVELOPMENT- phn OB
\Eoguomw )

remodehng, furnlshmg, or equipping of ; edmional facility or related
structure. An educational facility is defined as a regionally accredited, private,
nonprofit postsecondary educational institution. The bill redefines an educational
facility as a facility used for education by a regionally accredited, private, nonprofit
institution so that the education-related projects for which WHEFA may issue bonds

are not limited to facilities and related structures for postsecondary educatlon
purposes.

. ANALYSIS FROM -2099/2 *##
coMMERc‘ E AND ECONOMIC-PEVELOPMENT -
o \ECQ\/MIGQEyELUPMENT“*
The bill authorlzes the department of commerce to advertise and promote -
products made in the state of timber produced in the state and provides funding from
the conservation fund for this purpose.

— e ' ek ANALYSIS FROM -1694/11 ***

@WN[ERGEMEGQNMQC/DE\CEE\PMENT
NECQNOMIC PEYELORYENR .

This bill provides that, if the Wisconsin Advanced Telecommunications
Foundation (foundation) grants to DOA the unencumbered balances of its
endowment fund and fast start fund, then moneys are transferred to the department
of commerce to make grants for research on emerging technologies that promote
industrial and economic development in southeastern Wisconsin. See
EDUCATION, OTHER EDUCATIONAL AND CULTURAL AGENCIES.

THis/bill drects the teChni flle §F13\system
that allows4 student enrolled in one technical college to enrolfTn a course offered

S
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' board; and 2) $566,200 for closing out any existing grants made by t
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over the Internet by another technical college without paying additional fees to the
tech\r\ncal college offering the course. The bill also directs the TCS board to a551st
technlqal colleges to develop Internet courses and to establish an Imtemet site that
prov1des‘\1nformatlon on all such courses. / %

The blll also provides for the transfer of moneys to the board of regents of the
UW System for various purposes if the Wisconsin Advanced Telecommunlcatlons
Foundation grants to DOA the unencumbered balances of 1ts endowment fund and

l

fast start fund. See OTHER EDUCATIONAL AND CULTURAL AGENCIES !

\

OTI-IER EDUCATIONAL AND CULTURAL 'AGENCIES

Under current la\\\z‘vs the state has participated i m the formation and operation
of the Wisconsin Advanced Telecommunications Foundatlon (foundation), which is
organized as a nonstock corporatlon As requlred’under current law, the foundation
has established an endow?hent fund, Wthh consists of a onetime $500,000,
contribution by the state and contrlbutlons by telecommunications providers. As
also required under current law xthe foundatlon has established a fast start fund,
which consists of contributions by telecommumcatlons providers. The foundation
uses both funds to provide fund1ng for advanced telecommunications technology
applications projects -and efforts to educate telecommunications users about|
advanced telecommunications serv1ces s Current law also provides that if the;
foundation substantially ceases operatlonsL the state’s unencumbered contrlbutlon%
to the endowment fund must be returned to the state. %

This bill eliminates all pfrovisions under current law regarding the foundation.
In addition, the bill prov;dles that, if the foundatlon grants the unencumbered
balances of the endowmeint fund and the fast start fund to DOA in fiscal year
2001-02, including the/contrlbutmns made by telecommunlcatlons providers, then
$2,000,000 of the mgneys that are received are transferred to the TCS board for
establishing an Infernet site that lists all the Intern\eﬁ courses provided by the
technical colleges and to assist technical colleges to deve Qp Internet courses.

If the fou’ndatmn makes the grant described above, the bill provides that the
following moneys that are received are transferred to the tech ology for educational

achievemeént in Wisconsin (TEACH) board for the following puxposes: 1) $136,200

for adpfinistrative and support services to resolve the outstandi

business of the
foundation and performing other duties specified by the secretaryof the TEACH

foundation.

T T T T
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In addition, if the foundation makes the grant described above, the bill provides
that\the following moneys that are received are transferred to thefboard of regentsj
of the System for the following purposes: 1) $250,000 for the UW Learnmg’
Innovati ns at UW-Extension to establish a nonprofit, tax—exempt COI'pOI‘atIOIil
whose purpose is to establish distance education classr oms in Wisconsin trade
offices abroad\ and offer UW System distance education courses from those
classrooms; 2) $3 OOO 000 for funding the activities of the UW Learning Innovatlons\
at UW—Extensmn 3) $500,000 for developing Wlﬁefess networking systems that?
allow students to use laptop computers and docklng stations to connect to thei
Internet; 4) $2,000, 006\for funding the UW System s project designated “Internet 2,7 »
which upgrades technology infrastructure onf campuses for enhancing h1gh—speed
Internet activity; 5) $500, O@O for purchasi /ng a digital mammography machine for
the UW Medical School; and‘ 8 $1,000 900 for funding the Wisconsin advanced
distributed co-laboratory, a cOmputer laboratory located on the UW—Madlson,
campus. If the last transfer is made, t‘he UW System board of regents must submlt
a report to DOA by September 1, 2(9\3 that shows how the money was used and
describes any federal funding for the co—laboratory '

Also under the bill, if the foundat1on»;nakes the grant described above, then the
following moneys that are rece1ved are transferred to DPI for the following purposes: ! ;
1) $579,000 for upgrading the Wisconsin Informatlonal Network for School Success, i
2) $77,800 for upgrading the state school finance information system; 3) $526,000 for |

completing a network upgrade and upgrading a}ld replacing assistive technology
devices and related software programs for the Wlsconsm Center for the Blind and
Visually Impaired; 4)f$161 600 for replacing the autom ted system at the Wisconsin
Regional Library for the Blind and Physically Handlca‘pped and 5) $500,000 for
making a grant to the National Geographical Society Education Foundation for
establishing a program for awarding grants and supportmgléiograms for improving
geographlcal educatlon in the state, with an emphasis on studeht use of geographic
1nformat10nﬂ‘ systems technology. The transfer of $500,000 for m\a ing the grant to
the Nat10na1 Geographical Society Education Foundation is con ingent on thatj
foundatlons contribution of $500,000 in matching funds for the pr yram that i
establalshed AN
The bill also provides that, if the foundation makes the grant described abov ,
$1/500,000 is transferred to the department of commerce to make grants, 1
than June 30, 2003, to the University of Wisconsin—-Milwaukee, the Universt

e - e e e
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and the Medical CoII"é‘g&gf Wisconsin. The grants

| southea,si;em»Wrsccnsm“”‘T‘h' r

_
grant. ,** i ey,

Finally, tng il prov1des that, if tl}E foundation makes the grant. described
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#it ANALYSIS FROM -0646/2 ***
CE-AND ECONQMIC, DEVELQPMENT-
‘ECoNeMIC PEVELOPMENT.._...—

Under the brownfields grant program in current law, the department of
commerce makes grants to persons, municipalities, and local development
corporations for redevelopment of brownfields and remediation activities associated
with the redevelopment. Brownfields are abandoned, idle, or underused industrial

or commercial facilities or sites that are adversely affected for expansion or
redevelopment by actual or perceived environmental contamination

. }ﬁﬁ‘“ﬁﬁﬁ)oses
of grant eligibility, “person” is defined as an individual, partnership, corporation, or

limited liability-company; “municipali
and “loc {ieveIOp ent corp
prometes economic development within a specific geographic area and that

}
demonstrates a commitment to or experience in the redevelopment of brownfields. ./

“The bill elrmlnateg, the- glefimttons for ;fmumclp 1ty, ‘anﬂ “local

elopment E
o5 ﬁ.. SS thaéa person” is elfgrble for a grant under the program; and i
By

person®> 43\ an individual, partnershlp, limited liability company,
corporation, nonprofit organization, city, village, town, county, or trustee, including

,?-}‘f’ a b/wmu‘*vx,,ﬁ; 208 3,\_0.«/\511

1s defined as a city, vi

wn, or county;
ion” is defined as a

nprofit corporatlon that

1

-
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a trustee in bankruptcy. _
& ##% ANALYSIS FROM -1734/3 *%% -
{COMMERBEE-AND. EEONOMIC DEVELOPMENT

\@Neme’mmm'f~

Forward Wisconsin, Inc., is a private corporation formed to promote economic
development in the state by encouragmg busmess enterprises to locate in the state

its advert1s1ng, marketmg, and promotion
.,f"

f Wis mW research related ‘
to emerging technologies that*px;ggote 1ndustr1a,L

above, $168;300 is transferred to the hig ler educational aids board for upgradmg_
@ogy at the board.
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bill creates another appropriation: to'the department of commerce, funded with -
.- Indian gaming revenue, for payments to Forward Wisconsin, Inc., for its activities
to recruit out—-of-state businesses to'locate in this state.

** ANALYSIS FROM -1735/2 ***

Under current law, the departmeht of commerce may award up to $1,000,000
in grants per fiscal year, until ‘June 80, 2001 to technology-based nonprofit
organizations to provide support for manufacturing extension centers. The- funding
comes from repayments of loans made by the department of commerce for various
business, manufacturing, and technology development purposes. The bill extends
the manufacturmg extension center grant program by removing the end date of June
30,2001, and changes the fundmg source to Indlan gammg revenue.

*+ ANALYSIS FROM -1736/2 ***

‘Under current law, the department of | commerce may award a grant of up to
- $10,000 to a business with 25 or fewer employees, or with no more than $2,500,000
- in gross annual income in the preceding year, for the purpose of providing skills
.. ’training or other educatlon related to the needs of the business to current or
) prospectlve employees of the busmess The statutes do-not spemfy the appropmatlon‘
from which. the grants are to be paid. The bill prowdes that the grants are to be pa1d

. from an approprlatlon that is funded with Indlan gammg revenue

I | , WALYSIS FROM _1536/3 *** | K
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ﬁx}prETA) and recomme ( ed it for
estabhshes a legal f] ’

the existing stgfutes.
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Uniform Electronic Transactions Act

This bill enacts a version of the Uniform Electronic Transactions Act (UETA),
which was approved and recommended for enactment by the National Conference
of Commissioners on Uniform State Laws in 1999. The bill contains only minor,
nonsubstantive changes to the recommended version of UETA as necessary to
incorporate UETA into the existing statutes. Currently, a combination of state and
federal laws govern the use of electronic documents and signatures in this state. The
most significant federal law in this regard is the Electronic Signatures in Global and
National Commerce Act, commonly known as “E-sign.” Although E-sign contains
provisions that potentially affect the maintenance and destruction of public records
and the acceptance of electronic documents by governmental units, E-sign primarily
affects the use of electronic documents and signatures in consumer and business
transactions.

Like E—sign, the bill primarily affects the use of electronic documents and
electronic signatures in transactions. Under the bill’s broad definitions, such things
as information stored on a computer disk or a voice mail recording would likely
qualify for use as an electronic document. However, like E-sign, this bill does not
apply to the execution of wills, to testamentary trusts, or to a transaction governed
by any chapter of this state’s version of the Uniform Commercial Code other than the
chapter dealing with sales of goods. Unlike E-sign, this bill may permit the use of
electronic documents for matters relating to family law; court documents; notices of
the cancellation of utility services; certain notices of default, acceleration,
repossession, foreclosure, eviction, or the right to cure; certain notices of the
cancellation or termination of health insurance or life insurance; and product recall
notices.

Like E—sign, this bill specifies that a document or signature may not be denied
legal effect or enforceability solely because it is in electronic form. Unlike E-sign,
this bill further states that an electronic document satisfies any law requiring a
document to be in writing and that an electronic signature satisfies any law
requiring a signature. This bill does not require the use of electronic documents or
electronic signatures. Rather, the bill applies only to transactions between parties
each of which has agreed to conduct transactions by electronic means. However,
unlike current law under E—sign, this bill does not contain any protections that
specifically apply only to consumer transactions. The consumer protections
currently in effect under E—sign would likely have no effect in this state upon the
enactment of this bill.

Under this bill, a person may use an electronic document in a transaction to
satisfy any law requiring the person to provide, send, or deliver information in
writing to another person. Although the bill also states that a document relating to
a transaction may not be denied legal effect solely because it is in electronic form, the
bill likely permits a person to deny the legal effect of an electronic document that is
provided, sent, or delivered in violation of this provision. The bill also specifies that,
with certain exceptions, a document must satisfy any law requiring the document to
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be posted or displayed in a certain manner; to be sent, communicated, or transmitted
by a specified method; or to contain information that is formatted in a certain
manner. Although this provision is subject to varying interpretations, it likely
requires the parties to a transaction to comply with any legal requirement relating
to the provision of information other than a requirement that the information be
provided on paper.

The bill establishes the time and location of the sending and receipt of an
electronic document, although the parties to a transaction may agree to alter the
effect of these provisions. The bill also permits a sender to expressly provide in an
electronic document that the document is deemed to be sent from a different location.
The bill also establishes the legal effects of any change or error in an electronic
document that occurs in a transmission between the parties to a transaction. These
effects depend in part upon whether the parties have consented to the use of a
security procedure and whether the transaction is an automated transaction
involving an individual.

With certain exceptions, the bill permits the use of an electronic document to
satisfy any law that requires document retention, as long as the retained information
satisfles certain requirements relating to content and accessibility. An electronic
document retained in compliance with these provisions has the same legal status as
the original document and need not contain any information the sole purpose of
which.is to enable the document to be sent, communicated, or received. Under
current law, thi i 1 ation is normally required to be retained if the
document to which it is attached is Tequired to be retained. The bill specifies that
the state may enforce laws enacted after@Pthis bill that prohibit a person from using
an electronic document to satisfy any requirement that the person retain a document
for evidentiary, audit, or like purposes. Itis unclear, though, what types of retention
requirements are enacted for “evidentiary, audit, or like purposes.” The bill also
specifies that it does not preclude a governmental unit of this state from imposing
additional requirements for the retention of any document subject to its jurisdiction.
It is unclear how this provision relates to other provisions of the bill which provide
that certain electronic documents satisfy any retention requirement.

Like E—sign, this bill also permits electronic notarization, acknowledgement,
or verification of a signature or document relating to a transaction, as long as the
electronic signature of the person performing the notarization, acknowledgement, or
verification is accompanied by all other information required by law. In addition, like
E-sign, this bill contains provisions potentially affecting the maintenance and
destruction of public records. However, this potential effect is loss likely to occur
under this bill, if the scope of the UETA provisions is interpreted to be consistent with
the prefatory note and comments to the recommended version of UETA. The bill also
clarifies an ambiguity in current law under E—sign by authorizing a person to submit
an electronic document or signature to a governmental unit only if the governmental
uni ents. Furthermore, the bill grants DOA primary rule-making authority
regarding ¥9 the use of electronic documents and signatures by governmental units

and grants DOA and the secretary of state joint rule-making authority regarding
certain electronic notarizations.
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E-sign generally preempts inconsistent state laws. However, with possible
limited exceptions, E—sign does not preempt a state law that constitutes an
enactment of the recommended version of UETA. Several provisions of UETA are
subject to varying interpretations. Unless otherwise noted, the foregoing analysis
reflects the interpretation, if any, that is supported by the prefatory note or official
comments to the recommended version of UETA.
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Current law regarding electronic documents, transactions, and signatitres
Currently, a combination of state and federal laws govern the use of electromc
records, transactions, and signatures in this state. The most 51gn1ﬁcantf federal law
in thNs regard is the Electronlc Slgnatures in Global and Nat10nal Commerce Act,

represents new law in this state, some of,the issues addressed in
E—sign were addressed under state law previous to E—51gn Wlth certain exceptlons

the treatment undex E-sign.

1. PUBLIC RECORDS

Under E-sign, any\law that requires retentlon of a contract or document
relating to a transaction I or affecting m‘terstate or foreign commerce may be
satisfied by retaining an elec ‘omc document as long as the retained information
satisfies certain requirements relatmg fo accuracy and accessibility. Thus, under
E—sign, a custodian of a public }é ord relating to a covered transaction is likely
permitted to destroy the original re(e\ord if a proper electronic copy is retained. This
authority is consistent with current p;(ov1s1ons in state law that, in most cases,
permit electronic retention of pubhc reco}%s‘; however, the state law in certain cases
imposes additional quality control and evidentiary preservation requirements that
must be followed if a pubhc record is to be ‘etained electronically. It is unclear
whether these addltlonal requirements continug to apply or would be preempted as
inconsistent with these provisions of E-sign. \&‘

2. ACCEPTANCE OF;‘ELECTRONIC DOCUMENTS BY GOVERNMENTAL UNITS

Current laW relating to the acceptance of\ electronic documents by
governmental yumts in this state is ambiguous. Ufn\(%r current state law, any
document thﬁt is required by law to be submitted in ertln\g to a governmental unit
and that requlres a written signature may be submitted in akh electronic format, as
long as the governmental unit consents. Current state law does not require any
govermhental unit to accept documents in an electronic format, b 7 provides that an
electronlc signature may be substituted for a manual signiture if certain
ri}dwements are met. ‘

E-sign, however, may require any governmental unit that is a \éovernmental
’agency under E—sign (an undefined term) to accept certain electronlc\documents

.f'

‘{
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herce. E—sign

Eétates that it does not require any person to agree to use or accept electronic
ddcuments or electronic signatures, other than a governmental/agency with respect
to an:y document that is not a contract to which it is a party Although no provision
of E—31gn specifically requires a governmental agency to" use or accept electronic
documents or signatures, under E-sign, a document relatmg to a covered transaction
may not be denied legal effect solely because it is in electromc form. Thus, E-sign
implies that a governmental agency may be requl’red under E—sign to accept an
electronic document relating to a covered transact’lon as long as the document is not
a contract to Wh1ch the governmental agency ; i a party. This implication conflicts
with another prov1q1on of E-sign, which states that E—sign generally does not limit
or supersede any requirement 1mposed;>za state regulatory agency (an undefined

X‘that relate to transactions in or affecting interstate or foreign co

term) that documents be filed in accordance with specified standards or formats.

3. ELECTRONIC DOCUNIENTS AND SIGNA/TURES IN COMMERCE

Promissory notes “ /

Currently, this state’s vere,i‘é)u of the Uniform Commercial Code contains the
primary legal framework allovgi"hg fo'r\transactions in this state involving promissory
notes (commonly, loan documents). Title 11 of E-sign contains the primary legal
framework relating to a ﬁew type of promissory note, termed a “transferrable
record,” which allows for: the marketing of electromc versions of promissory notes in
transactions secured by real property. '

Other documents and records

The prlmary electromc commerce provisions of E—51gn are contained in Title I,
which establisl és a legal framework relating to electromc transactions in or
affccting 1nterstate or foreign commerce. Generally, Title I contains provisions that
relate to thefuse of “electronic records” and signatures in covered transactions, the
retention of “electronic records” of covered transactions, and the notarization and
acknowledgement of covered electronic transactions. Title I broadly defines the term

electromc record” to include, among other things, any information: that is stored by
meaps of electrical or digital technology and that is retrievable in percelvable form.
Thrs definition likely covers such things as information stored on a computer disk or
alvowe mail recording. Because of this broad definition, in this analy51s of E—sign,
/the term “document” is generally used in place of the term record. Title I also, defines
7 “transaction” broadly to mean any action or set of actions relating to the conduct of
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~ business, consumer, or commercial affairs between two or more persons, 1nc1ud1ng
N .governmental agencies. ps

A Currently, under Title I, a signature, contract, or other document refating toa
covered transaction may not be denied legal effect, validity, or enforceablhty solely
because it is in an electronic form, as long as the electronic contract or record, if it
is otherw15e required to be in writing, is capable of being retalned and accurately
reproduced by the relevant parties. Similarly, a contract relating to a covered
transaction may not be denied legal effect solely because an electronic signature or
electronic document was used in its formation.

Title I also permlts electronic notarization, acknowledgement or verification
of a signature or document relating to a covered, transact1on as long as the electronic
signature of the person performing the notarlzatlon acknowledgement, or
verification is accompanied. by all other 1n4f'ormat10n required by law. In addition,
Title I provides that no person is requlred under Title I to agree to use or accept
electronic records or signatures™ ﬁ,f“

However, under Title I, an“ ,flaw that requires retention of a contract or
document relating to a covered transactlon may be satisfied by retaining an
electronic document, as long as the retained information satisfies certain
requirements relating to accuracy and access1b111ty Title I contains similar
provisions with regard to laws requiring retentlon of a check. An electronic contract
or document retained in/ comphance with these provisions generally has the same
legal status as an orlg’inal document. As d1scussed above with regard to public
records custodians, thls provision of Title I also 11kely permits any private custodian
of records relatmg ‘to covered transactions to destroy original records if a proper

electronic copy fs "retained. Y
7 X
Consumer prd’tectwns \

Unde; Title I, with regard to consumer transactions in or affecting interstate
or forelgrf commerce, existing laws requiring written dlsclosure currently may be
satlsﬁed electronically only if the consumer consents after being mformed of certain
rlghts "and of the technical requirements necessary to access and retalxn: the electronic
document In addition, the consumer must consent or confirm his or§her consent
eléctronically in a manner that reasonably demonstrates that the con® sumer can
Access the information that is required to be provided to the consumer. ’Dhe legal
effect of a contract, though, may not be denied solely because of a failure to obtaln

the consumer’s electronic consent consistent with this requirement. Title I also
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specifies that the use of electronic documents permitted under these consumer

| provisions does not include the use of an oral communication, such as a/%nce mail
recordlng, unless that use is permitted under other applicable law. x,/'
Any federal regulatory agency, with respect to a matter w1th*1n the agency’s
jurisdiction,  may exempt a specified category or type of document from the general
consumer consent requirement, if the exemption is necessary to eliminate a
substantial burden on electronic commerce and will not 1ncrease the material risk
of harm to consumers 7

Exemptions o /

All of the following'are exempt from coveraée under the primary electronic
commerce provisions of E-sign and, as a result, ‘currently may not be provided in
electronic format unless otherw1se authorlzed by law:

1. A document to the extent that it 1s governed by a law covering the creation
and execution of wills, codicils, or testamentary trusts.

2. A document to the extent that it is governed by a law covering adoption,
divorce, or other matters of family law.

8. A document to the extent that it 1s governed by certain sections of the
Uniform Commercial code. | =

4. Court orders or notices and official court documents, including briefs,
pleadings, and other wrltlngs .

5. Notices of cancellation or termination of ut111ty services, including water,
heat, and power. ,

6. Notices of default, acceleration, repossession, foreclosure or eviction or the
right to cure under a credit agreement secured by, or a rental agreement for, a
primary residence of an individual. §

7. Notices of the cancellation or termination of health 1nsurance or life
insurance, other than annuities. \

8. Product recall notices.

9. Documents required to accompany the transportation of hazardous
materials. *,

A federal regulatory agency may remove any of these exemptlons\a{ the
part1cu1ar exemption applies to a matter within the agency’s jurisdiction, if\the
agency finds that the exemption is no longer necessary for the protection of
- consumers and that the elimination of the exemption will not increase the material
risk of harm to consumers.
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\ Limits on the scope of Title I

\\ In addition to these specific exemptions, Title I has a limited effect upon certaln
si%‘emﬁed laws. For example, Title I states that it does not affect any requirement
1mposed by state law relating to a person’s rights or obligations other than the
requlrement that contracts or other documents be in nonelectronic form. "However,
this prov151on may conflict with other provisions of Title I Wthh appear to
spemﬁcally affect obligations other than writing or signature requlrements Title 1
also has a 11m1ted effect on any state law enacted before E—51gn that expressly
requires Verlﬁcatlon or acknowledgement of receipt of a document Under Title I,
this type of document may be provided electronically only if the method used also
provides verification. or acknowledgement of receipt. In addition, Title I does not
affect any law that requlres a warning, notice, dlsclosure or other document to be
posted, displayed, or pubhcly affixed within a speclﬁed proximity.

State authority under thle I

Title T provides that a state regulatory agency that is responsible for rule
making under any statute may 1nterpret thé primary electronic commerce provisions
of Title I with respect to that statute 1 the agency is authorized by law to do so.
Rules, orders, or guidance produced by an agency under this authority must meet
specific requirements relating to con51stency with existing provisions of Title I; to
regulatory burden; to Justlﬁcatlon for the rule, order, or guidance; and to neutrality
with regard to the type of tec}}ﬁology needed to satisfy the rule, order, or guidance.
A state agency may also mandate specific performance standards with regard to
document retention, in order to assure accuracy, integrity, and accessibility of
retained electronic documents However, under state law, the rule-making
authority of a state agency is limited to 1nterpretat10n and application of state law
and no state agenfy may promulgate a rule that conﬂlcts with state law.

Relationship b‘étween E-sign and UETA

With cepfgln exceptions, E—sign preempts state laws that are inconsistent with
its prov151o,ns One of the exceptions permits a state to supersede the effect of the
primary | e’iectronlc commerce provisions of Title I by enacting a lawtthat constitutes
an enagtment of UETA. However, a state may not use the optional prC)\Qs1on in UETA
thatpermits a state to insert exemptions relating to specific areas of state law from
the application of UETA as a loophole to avoid the requirements of E—s1gn If a state

gqé{lacts UETA without significant change and containing no new exempt1ons under

“ v/‘ \‘
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. this provision of UETA, the state enactment of UETA will likely not be preempted

" by E-sign. .
Because this bill makes no significant changes to the substance of UETA and
the text is consistent with the intent of the version of UETA recommended for
enactment in all of the states, the bill likely qualifies for this exception from
preemptlon and, if enacted, would likely supplant the primary electronic commerce
prov181ons of E-sign in this state. However, certain provisions of UETA and, as a
result, thls bill, are susceptible to varying interpretations. Many of these provisions
are similar to current law under E—sign. This bill generally does not clarify these
provisions. Rather in order to avoid preemption, the text of this bill generally
remains con51stent with the recommended version of UETA

UETA

The following ana1y51s of the version of UETA contained in this bill generally
reflects an 1nterpretat10n that is consistent,with the prefatory note and official
comments accompanying- UETA, which generally discuss the intent of each
recommended provision of UETA. For _the provisions that are subject to varying
interpretations, this analysis discusses each primary interpretation and indicates
which interpretation, if any, i;“‘supported by the prefatory note or comments.
Although the prefatory note and comments have no legal effect, in the past courts
have often relied on the prefatory notes and comments to other uniform laws when
interpreting ambiguous provisions of those laws. In some instances, the

interpretation supported by the prefatory note or comments is difficult to derive from
the text of the bill. )

1. PUBLIC RECORDS

This bill includes a provision potentially affecting the maintenance of public
records that is similar to the provision currently in e‘ffect under E-sign. With certain
exceptions, the bill permits a person to satisfy any law that requires retention of a
document by retalnlng an electronic document, as long as the retained information
satisfies certain requirements relating to accuracy and access1b111ty Like current
law under E—31gn, this provision may be interpreted to permr_t a custodian of a public
record relating to a transaction to destroy the original record and retain an electronic
copy, notw1thstand1ng other current statutes regarding the convers1on of public
records into electronic format and retention requirements. S

However, this interpretation is less likely to occur under this Brll than it is in
current law under E-sign. Unlike E—sign, this bill specifically states tifat it applies

\\\
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only to transactions between parties each of which has agreed to conduct
transactlons by electronic means. (See discussion under “Electronic Documents and
Slgnatures in Commerce” (subheading “Applicability and def1n1t1ons”) below)
Although the definition of “transaction” may be interpreted broadly to include a
typlcal governmental action like the filing of a document, the prefatory note and
comments to UETA imply that a narrower interpretation is 1ntended which covers
only the actlons of the government as a market participant. Thus if interpreted
consistently Wlth the prefatory note and comments, the~ ‘electronic document
retention provieions will likely apply to the parties to a transaction rather than to
a governmental un1t that stores public records relatlng to the filings and
transactions of others. E

This bill also provides that a person may complygwith these electronic document
retention provisions using the services of anotherji)erson If the term “transaction”
is interpreted broadly, this prov151on may permlt a public records custodian to
transfer public records to other governmental or private parties for retention.
However, if the term “transaction” is 1nte1jpreted consistently with the prefatory note
and comments to UETA, this provision ’génerally would not apply to a public records
custodian’s retention of most public ‘yécords.

2. ACCEPTANCE OF ELECTRONIC nocUMEN.'IS BY GOVERNMENTAL UNITS

The same ambiguities regerding the acceptance of electronic documents by
governmental units exist ux}d‘er this bill as exist currently under E—sign, although
under this bill it is more li‘i;ely that a governmental unit is not required to accept
electronic documents. ThlS bill attempts, in a manner consistent with UETA, to
restore the law as it ex15ted in this state before E—s1gn regarding the acceptance of
electronic documents by governmental units. Thus, under this bill, any document
that is required by law to be submitted in writing to a governmental unit and that
requires a ertten signature may be submitted in an electronlc format if the
governmentaP unit consents. Although this bill, like current law ‘under E—sign, also
states that a “document relating to a transaction may not be demed legal effect solely
because 1t is in electronic form, it is more likely under this bill that thas provision has
no effept on the authority of a governmental unit to refuse to accepﬁan electronic
docu}ment Unlike current law under E-sign, this bill does not contain any statement
th?t a governmental unit is required to accept an electronic document. L‘g_

£ With certain exceptions, this bill grants DOA primary rule-making authority
/;.f%:/'ith regard to the use of electronic documents and signatures by governmental units
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< and grants DOA and the secretary of state joint rule-making authority with regard

“to certain electronic notarizations. In addition, this bill requires any governnr_er'ital
unit that adopts standards regarding the governmental unit’s receipt of eleéjcronic
records or electronic signatures to promote consistency and 1nteroperab111ty with
similar standards adopted by other governmental units, the federal government and
other persons interacting with governmental units of this state.

1. ELECTRONIC DOCUMENTS AND SIGNATURES IN COMMERCE

Rule of construction

This bill specifies that it must be construed and apphed to facilitate electronic
transactions consistent with other applicable law, to be- consistent with reasonable
practices concerning electromc transactions and w1th the continued expansion of
those practices, and to brlng about uniformity in the law of electronic transactions.

Applicability and definitions

Generally, the bill applies to the use: of electronic records and electronic
signatures relating to transactions. Like current law under E-sign, this bill broadly
defines the term “electronic record ‘Yo include, among other things, any information
that is stored by means of electrical or digital technology and that is retrievable in
a perceivable form. This definition would likely cover such things as information
stored on a computer disk or a voice mail recording. Because of this broad definition,
in this analysis of the version of UETA contained in this bill, the term “document”
is generally used in place of the term “record.” Under the bill, an “electronic
signature” includes, among other things, a sound‘,‘»e_ymbol, or process that relates to
electrical technology, that is attached to or logically 'Eiesociated with a document, and
that is executed or adopted by a person with intent tﬁi”aeign the document.

The bill defines “ransaction” to mean an action o\r"'a,\set of actions between two
or more persons relating to the conduct of business, co:rri'mercial or governmental
affairs. Although this definition may be interpreted broadly to include a typical
interaction with the government like the filing of a document, the prefatory note and
comments to. UETA imply that a narrower interpretation is 1ntended which covers
the actions of the government as a market participant. In addﬂslon although the
definition’  does not expressly cover consumer—to—consumer or
consumer—to—busmess transactions, it is possible to interpret thls definition,
COIlSIStent with the official comments, to cover these transactions.

‘ " This bill, like current law under E—sign, does not apply to a transactlon
governed by a law relating to the execution of wills or the creation of testamentary
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. trusts or to a transaction governed by any chapter of this state’s version of ;Ife'

K.Uniform Commercial Code other than the chapter dealing with sales of'/ggods

I—Iowever because this bill does not contain all of the exemptions currently in effect
under E—sign, this bill may permit a broader use of electronic documents relating to
transactions than is currently permitted under E-sign. Unlike curreft law, this bill
may perni’it;‘ the use of electronic documents for matters relat/i/r{g to family law;
electronic co{irt documents; electronic notices of the cancellauoﬁ of utility services;
electronic notices.of default, acceleration, repossession, foreclosure or eviction or the
right to cure under. a credit agreement secured by, or a7 fental agreement for, an
individual’s primary res1dence, electronic notices of the’ cancellation or termination
of health insurance or hfe insurance; and electromc fotices of product recalls.

Agreements to use electronic documents and electromc signatures

This bill does not requlre the use of/ electronlc documents or electronic
signatures. Rather, the bill applies only t0 transactions between parties each of
which has agreed to conduct transactior‘;.s‘:by electronic means. Under the bill, this
agreement is determined from the coi}text, the surrounding circumstances, and the
partieS’ conduct. A party that agree§ to conduct one transaction by electronic means
may refuse to conduct other transactlons by electronic means. Although the bill also
states that a document relatmgrto a transaction may not be denied legal effect solely
because it is in electronic forn{ it is likely that, consistent with the comments, these
provisions permit a person, fo deny the legal effect of an electronic document relating
to a transaction ifa party/ to the transaction never agreed to conduct the transaction
electronically. With certaln exceptions, the parties to any transaction may agree to
vary the effect of thls b111 as it relates to that transactlon

,:

Consumer protectz’ons

Unlike curient law under E—sign, this bill does not contam any protections that
specifically apply only to consumers. The consumer protectloﬂs currently in effect
under E—31gn would likely have no effect in this state upon the enactment of this bill.

Legal e}?‘ect of electronic documents and electronic signatures ‘\

As noted earlier, this bill specifies that a document or mgnature may not be
demed legal effect or enforceability solely because it is in electronic foi‘m The bill
alsg specifies that a contract may not be denied legal effect or enf‘orceablhty solely
because an electronic document was used in its formation. These prov131ons are

”,s1m11ar to provisions in current law under E—sign. Unlike E—sign, this bill further
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~ states that an electronic document satisfies any law requiring a record to be in

ertlng and that an electronic signature satisfies any law requiring a 51gnature

Eﬁ‘ect of laws relating to the provision of information

Under this bill, if the parties to a transaction have agreed to conduct the
transaction electronically and if a law requires a person to provide, send, or deliver
information in writing to another person, a party may, with certain exceptions,
satisfy the requlrement with respect to that transaction by prov1d1ng, sending, or
delivering the information in an electronic document that is capable of retention by
the recipient at the time of receipt. Although the blll also states that a document
relating to a transactlon may not be denied legal effect solely because it is in
electronic form, it is hkely that, consistent with-the comments, the bill permits a
person to deny the legal effect of an electromc document relating to a transaction if
the electronic document is provided, sent, or dehvered in violation of this provision.
The bill further provides that an e]ectromc document is not enforceable against the
recipient of the document if the sender inhibits the ability of the recipient to store
or print the document. , ‘

The bill also specifies that, with certain exceptions, a document must satisfy
any law requiring the document to be posted or displayed in a certain manner; to be
sent, communicated, or transmitted by a speciﬁed method; or to contain information
that is formatted in a certain manner. There are three possible interpretations of this
provision. First, the provision may prohibit the use of an electronic document if a law
requires the document to be posted, displayed, sent, communlcated transmitted, or
formatted on paper. Second, the provision may instead requ1re a paper document to
be used in addition to an electronic document in these mrcumstances Third,
consistent with the comments, the provision may require the partles to a transaction
to comply with any legal requirement relating to the provision of: 1nformat10n other
than a requirement that the information be provided on paper. )

“Attribution of electronic documents ' \

Under this bill, an electronic document or electronic signature is attrfbgtable
to a person whose act created the document or signature. The act of a person may
be shown in any manner, including through the use of a security procedure that

determines the person to whom an electronic document or electronic signature is
“attributable.
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Effect of change or error .
This bill contains three provisions that determine the effect of a change or errorf‘

_in an electronic document that occurs in a transmission between the partles t6 a

'a"transactlon First, if the parties have agreed to use a security procedure to, detect

"“ax\
N

changes or errors and if one of the parties fails to use a security proceduré and an
error or change occurs that the nonconforming party would have detected had the
party used the security procedure, the other party may avoid the effect’ of the changed
or erroneous electronic document. Second, in an automated transactlon involving an
individual, the individual may avoid the effect of an electronic document that results
from an error made by the individual in dealing with the automated agent of another
person, if the automated agent did not provide an opportunity for prevention or
correction of the error. However, an individual may av01d the effect of the electronic
document only if the 1nd1v1dual at the time he or she’ learns of the error, has received
no benefit from the thmg of value received from the other party under the transaction
and only if the individual satisfies certain requlrements relating to notification of the
other party and return or destruction of the thmg of value received. Third, if neither
of these provisions applies to the transactlon the change or error has the effect
provided by other law, including the laW of mistake, and by any applicable contract
between the parties. i

Electronic notarization and acknqu}Zedgement

Like current law under /E—sign, this bill permits electronic notarization,
acknowledgement, or veriﬁcation of a signature or document relating to a
transaction, as long as the electronic s1gnature of the person performing the
notarization, acknowledgement or verification™. is accompanied by all other
information required by Taw.

Retention of electronw documents

Under this b111 any law that requlres retention of a document may, with certain
exceptions, be sat1sﬁed by retaining an electronic document as long as the retained
information satlsﬁes certain requirements relating to accuracy and accessibility.
The bill contams similar provisions with regard to laws requlrlng retention of a
check, altHough the term “check” is not defined under the bill and as a result, may
not 1nclude a share draft or money order. These provisions are similat, to current law
undey‘ —sign. However, unlike E-sign, this bill specifies that an electronic
do/gﬁment that is required to be retained must accurately reflect the 1nformatlon set

rforth in the document after it was first generated in its final form as an é‘lectromc
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document or otherwise. The comments indicate that this provision is intended to

ensure that the content of a document is retained when documents are converted or
reformatted to allow for ongoing electronic retention. However, this prov1s1on may
be 1nterpreted to permit a retention requirement to be satisfied by retaining only the
final version of a document that has earlier versions. .

The bill provides that an electronic document retained in compliance with these
provisions need not contain any information the sole purpose of which is to enable
the document to be sent, communicated, or received. Under current law, this
ancillary information is normally required to be retained along with the document
to which it is attached. In addition, as under E—51gn, an electronic contract or
document retained in compliance with these provisions generally has the same legal
status as an original docdinent Like E—sign, this bill also provides that a person may
comply with these electromc document retentlon provisions using the services of
another person. i

The bill provides that the state may enact laws, after enactment of this bill, that
prohibit a person from using an electronlc document to satisfy any requirement that
the person retain a document for ev1dent1ary, audit, or like purposes. It is unclear,
though, what types of retention requirements are enacted for “evidentiary, audit, or
like purposes.” It is also unclear how this provision relates to other provisions of the
bill which provide that an electronic document satisfies any retention requirement
as long as specified requirements relating to accd‘racy and accessibility are also
satisfied. :

In addition, the bill specifies that it does not precln’de a governmental unit of
this state from specifying additional requirements for the re\t"\e‘ntion of any document
subject to its jurisdiction. It is unclear how this provision relatés to other provisions
of the bill which provide that an electronic document sat1sﬁes any retention

* requirement as long as specified requirements relating to accuracy and accessibility
are also satisfied. It is also unclear whether this provision grants rule—maklng
authority or merely references any authority that may exist currently. Also,
although it is unclear from the text whether this provision apﬁlies to
nongovernmental documents or only to documents in the possession of a
governmental unit, the official comments imply that the provision is intended to

-apply to nongovernmental documents that are subject to a governmental unit’s
- jurisdiction.
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Evidence ,.

Under this bill, a document or signature may not be excluded as evidence solelS;

because it is in electronic form. This provision confirms the treatment of electronlc
“documents and signatures under current law.

Automated transactions ‘

This bill validates contracts formed in automated transactlons by the
interaction of automated agents of the parties or by the 1nteract10n of one party’s
automated agent and an individual. Under current law, it is poss1ble to argue that
an automated transaction may not result in an enforceable contract because, at the
time of the transaction, either or both of the parties lack. an expression of human
intent to form the contract.

Time and locatzqn of electronic sending and receipt .~

Under this hill, an electronic document is sent when the electronic document
a) is addressed or otherwise properly directed to an information processing system
that the intended reoipient has designated or uses for the purpose of receiving
electronic documents or information of the type sent and from which the recipient is
able to retrieve the electronic document; b) is in a form capable of being processed by
that information processingv éystem; and c) enters an information processing system
outside of the control of the sender,,o‘r enters a region of the information processing
system used or designated by the*"recipient that is under the recipient’s control. An
electronic document is received when the electronic document enters and is in a form
capable of being processed by an 1nformat10n processing system that the recipient
has designated or uses, for the purpose of receiving electronic documents or
information of the type’ sent and from which the recipient is able to retrieve the
electronic document. : The bill permits the partles to a transaction to agree to alter
the effect of these, prov151ons with respect to the transaction. Under the bill, an
electronic document may be received even if no 1nd1v1dua1 is aware of its receipt.
Furthermore, under the bill, an electronic acknowledgment of receipt from the
information processmg system used or designated by the recipient establishes that
the electromc document was received but does not estahllsh that the information
sent is the same as the information received. &

These provisions may be interpreted to alter laws under which the date of
rece1pt of a public record submitted for filing is the date on Whlch a paper copy is
rece1ved or postmarked, so that the date of electronic filing const‘rtutes the date of

“receipt instead. However, as noted earlier, this bill specifically states that it applies
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only to transactions between parties each of which has agreed to conductw,:..v, e

‘transactions by electronic means. Although the definition of “transaction” may be
interpreted broadly to include a typical governmental action like the ﬁhng of a
document, the prefatory note and comments to UETA imply that a natrower
interpretation is intended which covers only the actions of the government as a
market participant. If the narrower interpretation applies, then these provisions
will likely have no effect upon the filing of most public records. "

Under this bill, an electronic document is deemed to be sent from the sender’s
place of business that has the closest relationship to the underlymg transaction and
to be received at the recipient’s place of business that has the closest relationship to
the underlying transaction. If the sender or recipient does not have a place of
business, the electronic document is deemed to be sent or received from the sender’s
or recipient’s residence. The bill also permits a sender to expressly provide in an
electronic document that the document is deemed to be sent from a different location.
The bill also permits the parties toa transaction to agree to alter the effect of these
provisions on the transaction. To the extent that an electronic document may
constitute a sale, with the seller rez:"eiving payment electronically, these provisions
may be interpreted to permit a seller to argue that a sale occurred in a jurisdiction
where the seller is not subject to a tax that would otherwise be imposed under
Wisconsin law. However, the official comments imply that this interpretation is not
intended. | \ .

In addition, under the bill, if a person is éware that an electronic document
purportedly sent or purportedly received in compliance with these provisions was not
actually sent or received, the legal effect of the sendiq_g or receipt is determined by
other applicable law. Although the official comments‘ia;'e silent on the meaning of
this provision, it is likely intended to give a court directféxg as to what law to apply
to determine the legal effect when there is a failure to senci“*qr receive an electronic
document in the manner provided under the bill. “\

This bill expands current law with regard to transactions in&é@ving the use of
transferable records (electronic versions of certain documents undéia the Uniform
Commercial Code). Although current law under E-sign only permlts the use of
transferrable records in transactions secured by real property, this bill pergmts the
use of transferable records in any transaction in which a promissory note or

document of title under the Uniform Commercial Code may be used. Under thls bill,

Transferable records
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Universal banking /

This bill allows a savings bank, a savings and loan associatior»and a state bank
(a financial institution) to become certified by the division of banking in DFI as a
universal bank. If certified as a universal bank, the financial institution may
exercise certain additional powers.

In order to be certified as a universal bank, a financial institution must be
chartered or organized, and regulated, as a Wisconsin financial institution and be in
existence and continuous operation for at least three years; must be well—capitalized,
must not exhibit moderately severe or unsatisfactory financial, managerial,
operationaljand compliance weaknesses; and must not have been the subject of any
enforcement action within the 12 months preceding the application. In addition, the
most recent evaluation of the financial institution under the federal Community
Reinvestment Act must rate the financial institution as outstanding or satisfactory
at helping to meet the credit needs of its entire community. Also, the most recent
evaluation of the financial institution under certain federal laws relating to
customer privacy must indicate that the financial institution is in substantial
compliance with those federal laws. A financial institution that the division of
banking certifies as a universal bank retains its original status and remains subject
to all of the laws that applied to the financial institution prior to its certification as
a universal bank, except to the extent that such laws are inconsistent with the
powers and duties of universal banks. The bill expands the powers of a financial
institution that becomes certified as a universal bank to include any activity
authorized for any savings bank, savings and loan associationfor state bank. <«

In addition, the bill does all of the following with respect to the powers that a
universal bank may exercise: » :

1. The bill permits a universal bank, with the approval of the division of
banking, to exercise all powers that may be exercised directly by a national bank, a

federally chartered savings banké\or a federally chartered savings and loan «—

association. The division of banking may require a universal bank to exercise a
federal power through a subsidiary, in order to limit the risk of exposure of the
universal bank. In addition, the bill permits a universal bank, with the approval of
the division of banking, to exercise through a subsidiary all powers that a subsidiary
of these federal financial institutions may exercise. "

2. A universal bank may deal in loans or extensions of credit for any purpose.
Like state banks, the limitations imposed on a universal bank’s lending generally
focus on the total amount of liabilities of any one lender at any one time. Although
the limit varies, the general rule is that the total liabilities of any one person to a
universal bank may not exceed 20% of the capital of the universal bank. In addition,
the bill grants a universal bank additional authority to lend an aggregate amount
to all borrowers not to exceed 20% of the bank’s capital. The division of banking may
suspend this additional authority based upon factors including the universal bank’s
capital adequacy, management, earnings, liquidityéand sensitivity to market risk. ¢—
The bill prohibits a universal bank, in determining whether to make a loan or
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extension of credit, from considering any health information obtained from the
records of an affiliate of the universal bank that is engaged in the business of

insurance, unless the person to whom the health information relates consents. .—

3. To the extent consistent with safe and sound banking practices, a universal
bank may purchase, sell, underwritejand hold certain investment securities in an
amount up to 100% of the universal bank’s capital. A universal bank may not invest
greater than 20% of its capital in any one obligor or issuer. Subject to certain limits
the bill also allows a universal bank to purchase, sell, underwriteyand hold equity
securities. Universal banks may also invest in certain housing properties and
projects and profit—participation projects. The bill provides that a universal bank
also may invest without limitation in several specific types of securities. The
universal bank may invest in risk management instruments, including financial
futures transactions, financial operations transactionssand forward commitments,
solely for the purpose of reducing, hedging,or otherwise managing its interest rate
risk exposure. In addition, a universal bank may invest in other financial
institutions. However, the bill contains specific provisions governing the purchase
by a universal bank of its own stock and of stock in banks and bank holding
companies.

4. The bill permits a universal bank to establish the types and terms of deposits
that the universal bank solicits and accepts. A universal bank may pledge its assets
as security for deposits and, with the approval of the division of banking, may
securitize its assets for sale to the public. In addition, a universal bank may exercise
certain safe deposit and trust powers.

5. A universal bank may exercise all powers necessary or convenient to effect
the purposes for which the universal bank is organized or to further the businesses
in which the universal bank is lawfully engaged. In addition, the bill allows a
universal bank to engage in activities that are reasonably related or incident to the
purposes of the universal bank. Under the bill, any activity permitted under the
federal Bank Holding Company Act satisfies the reasonably related or incidental
criterion. The bill also contains a list of specific activities that meet the reasonably
related or incidental criterion. The listed activities include: real estate—related
services; insurance services, other than insurance underwriting; securities
brokerage; investment advice; securities and bond underwriting; mutual fund
activities; financial consulting; and tax planning and preparation. A universal bank
may also engage in activities that the division of banking determines by rule are
reasonably related or incidental to these listed activities. In addition, the division
of banking, by rule, may determine that other activities are reasonably related or
incidental activities. In promulgating these rules, the division of banking need not

follow the standard notice, hearing, and publication requirements that generally
apply to administrative rule making.

Credit unions

This bill makes numerous changes to the laws that govern the formation,
operation, and regulation of credit unions in this state. The major provisions relating
to credit unions include the following:

T
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1. This bill expands the pool of individuals, organizations, and associations that
are eligible for membership in a credit union. Under this bill, credit union
membership is open to individuals who reside or are employed in well-defined,
contiguous neighborhoods and communities, except that, if the office of credit unions
determines, subsequent to a merger, that it is inappropriate to require the members
of a credit union to reside or be employed in contiguous neighborhoods and
communities, the requirement that these neighborhoods and communities be
contiguous does not apply. In addition, membership is open to individuals who reside
or are employed in well-defined, contiguous rural districts or multicounty regions.
This bill also opens credit union membership to any organization or association that
has its principal business location within any geographic limits of the credit union’s
field of membership. This bill also permits a credit union to accept any organization
or association as a member, if a majority of the directors, owners, or members of the
organization or association are eligible for membership.

2. Under current law, if the need exists, a credit union may establish branch
offices within this state or no more than 25 miles outside of this state. A credit union
seeking to establish a branch office must first obtain the approval of the office of
credit unions. In addition, under current law regarding interstate mergers and
acquisitions of credit unions, a credit union organized in this state may only merge
with, acquire, or be acquired by a state or federal credit union that has its principal
office in Illinois, Indiana, Iowa, Kentucky, Michigan, Minnesota, Missouri, or Ohio.
This bill expands the authority of a credit union to establish branch offices. Under
this bill, with the permission of the office of credit unions, a credit union may
establish branch offices anywhere inside or outside of this state. In addition, this bill
repeals this geographic limitation on mergers and acquisitions of credit unions.

3. Current law does not specifically permit a credit union organized under the
laws of another state (non~Wisconsin credit union) to establish a branch office in this
state. This bill specifies that a non—Wisconsin credit union may establish a branch
office in this state if the office of credit unions finds that certain conditions apply to
the non—Wisconsin credit union.

4. Under current law, subject to certain limitations, a credit union may invest
in an organization that is organized primarily to provide goods and services to credit
unions, credit union organizations, and credit union members (credit union service
organization). Under current law, a credit union may invest in a credit union service
organization that is a corporation. Currently, a credit union service organization
may provide, among other things, credit card services, automated teller services,
financial planning, and insurance sales. This bill permits a credit union to invest in
a credit union service organization that is a corporation, limited partnership, limited
liability company, or any other entity that is permitted under state law and that is
approved by the office of credit unions. The bill also permits the office of credit unions
to increase the maximum amount that a credit union may invest in a credit union
service organization. In addition, the bill expands the types of goods and services

that a credit union service organization may provide to include electronic transaction
services.



-4 — LRB-2449/P3RM43

5. This bill expands the authority of a credit union to act as a trustee, allowing
a credit union, to the extent permitted by federal law, to act as a trustee or custodian
of member tax deferred retirement funds, individual retirement accounts, medical
savings accounts, and other employee benefit accounts or funds. In addition, this bill
allows a credit union, to the extent permitted by federal law, to act as a depository
for member qualified and nonqualified deferred compensation funds.

6. Current law contains several credit union reporting requirements and, with
certain exceptions, requires the office of credit unions to annually examine the
records and accounts of each credit union. The employees of the office of credit unions
and members of the credit union review board must keep information obtained in the
course of examinations confidential, with limited exceptions. A violation of this
confidentiality requirement is subject to a forfeiture of up to $200. This bill specifies
that, with certain exceptions, any employee of the office of credit unions or member
of the credit union review board who discloses any information about the private
account or transactions of a credit union or who discloses any information obtained
in the course of an examination is subject to a fine of not less than $100 nor more than
$1,000, imprisonment for not less than six months nor more than three years, or
both, and may be required to forfeit his or her office or position. This bill also creates
a crime for knowingly falsifying certain credit union reports or statements. Any
person who commits this crime may be fined not less than $1,000 nor more than
$5,000 or imprisoned for not less than one year nor more than 15 years,or both.

7. This bill requires credit unions to comply with certain federal laws relating
to customer financial privacy and requires the office of credit unions to examine
credit unions for compliance with these federal laws.

8. Under current law, credit unions are subject to the provisions of chs. 93 to
100 (agriculture, tradeg and consumer protection statutes) that apply to businesses
generally. Banks, savings banks, and savings and loan associations are specifically
exempted from the definition of “business” that applies in the agriculture, trade, and

consumer protection statutes. This bill specifically exempts credit unions from/this
definition.

steT
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r/@‘* ANALYSIS FROM -0601/1 ***

| U o
" Credit unions aid universal banks ™

C\\’l‘h1s bill makes numerous changes to the chapter that governs the formatmn
operat1on and regulation of credit unions in this state and creates a new type of
financial 1nst1tut1on called a universal bank. The major provisions relatlng to credit -
unions and un1versal banks include the following:

¢ Credit union membershlp :
| Under current law, credit union membership is open to” groups having a
common bond of occupat1on or association; residents w1th1n a well-defined
neighborhood, community, or rural district; employees of related industries or
industries that operate within a well-defined ne1ghb_of‘hood, community, or rural
i district; members of certain fraternal, labor, - eclucational or other similar
organizations; and credit union employees Furthermore credit union membership
is open to the immediate family of all 1nd1v1duals who are qualified for membersh1p
i Current law defines “members of the 1mmed1ate family” as any relative of a member
or of a member’s spouse who is living w1th the member and as the member’s spouse,
parents stepchildren, and children. In add1t1on current law permits a credit union
" to accept an organization or assoc1at10n as a member if a majority of the members
l of the organization or assoc1at19n are eligible for membersh1p
This bill expands the pool of individuals, organlzat1ons and associations that
are eligible for membersh1p in a credit union. Under ‘this bill, credit union
Tmembersh1p is open to- individuals who reside or are employed in well-defined,
contiguous ne1ghbor/lr6bds and communities, except that, if the ofﬁce of credit unions
- determines, subsequent to a merger, that it is inappropriate to requ1re the members
l of a credit umon to reside or be employed in contiguous ne1ghborhoods and
communities;’ ‘the requirement that these neighborhoods and commun1t1es be
contlg‘uous’does not apply. In addition, membership is open to individuals WhO res1de

or are e, ployed in well-defined, contiguous rural districts or mult1county reg1ons

T T

P

/This bill also opens credit union membership to any organization or assoc:1at1on
th{ has its pr1nc1pal bus1ness locatlon w1thm any geographic limits of the credit

i R —— /
2 I e T, 2
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union’s field of membership. This bill also permits a credit union to accept any
organization or association as a member, if a majority of the directors, owners, or

contained\in current law and instead requires a credit union’s bylaws to spec1fy the
conditions that determine eligibility for membership.

,j.‘

Credit union investments v

Under currenb\@vv a credit union may invest up to 1.5% of its totgl assets in an
organization that is o \I:gamzed primarily to provide goods and serv1ces to credit
unions, credit union organlzatlons and credit union members gcredlt union service
organization). Under currentlaw, a credit union may invest i i/  credit union service
organization that is a corporation Current law also spec1ﬁes the types of goods and
services that a credit union service“erganization may ovide. These goods and
services include, among other things, cre 1t card serv1ces automated teller services,
financial planning, and insurance sales. However ourrent law is ambiguous as to
whether the percentage limitation on a credit uQIon s investment in credit union
service organizations applies to the aggregate t,@tal of all credit union investments
in credit union service organizations or to a credlt unlon s investment in each
particular credit union service organ1zat1onf .

This bill expands the types of orgamzatlons in which a ér\e:\dlt union may invest.
Under this bill, a credit union may invest in a credit union servm\e organization that
is a corporation, limited partnershlp} ﬁmlted liability company, or. any other entity
that is permitted under state law and that is approved by the office of credlt unions.

This bill also provides that glle office of credit unions may permit a ‘credit union
to invest greater than 1. 5% /Of credit union assets in a credit union service
organization. In addition, thls bill clarifies that the limitation on a credlt\xglon S
investment in credit unlon Service organizations applies to the aggregate total of all
credit union mvestments in credit union service organizations. This bill also_y
expands the types of g@ods and services that a credit union service organization may
provide to include electronlc transaction services.

/

Credit union powers

Currently, to the extent permitted by federal law, a credit union may act as
trustee of member tax deferred funds and as a depository for member—deferred
compensation funds. This bill expands this authority, allowing a credit union, to the
extept’ permitted by federal law, to act as a trustee or custodian of member tax
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deferred retirement funds, individual retirement accounts, medical savings
accounts, and other employee benefit accounts or funds. In addition, this bill allows
a credit union, to the extent permitted by federal law, to act as a depositor_yf'f'(/)r
member qualified and nonqualified deferred compensation funds. -

Under current law, funds held in trust under a burial agreement (commonly
known as a funeral trust) must be deposited in a bank, savings bank*‘ savings and
loan assoc1at10n or credit union. This bill clarifies that a credit ufnon may accept
these deposits if the deposits are made by a credit union mem};er
Branch offices of Wisconsin credit unions ,f ’

Under current law if the need exists, a credit unlén may establish branch
offices within this state or no more than 25 miles out51de of this state. In addition,
if certain conditions are met, a credit union may estabhsh a limited service office
outside of this state to serve members of the credlt union. A credit union seeking to
establish a branch office or 11m1ted service ofﬁce,must first obtain the approval of the
office of credit unions. s 7

This bill expands the authorlty,, of a credlt union to establish branch offices.
Under this bill, with the permission of the ofﬁce of credit unions, a credit union may
establish branch offices anywhere 1n51de or outside of this state. This bill repeals the
authority for a credit union to estabhsh a" limited service office, although a credit

union may continue to operate zr,hmlted service office that is in existence on the
effective date of this bill.

7

Branch offices of non—Wisc{)nsin credit uniéns

Current law does not*"spec1ﬁcally permit a credlt union organized under the
laws of another state (non—Wlsconsm credit union) to estabhsh a branch office in this
state. This bill spec1ﬁes that a non—-Wisconsin credit union may establish a branch
office in this state if the office of credit unions finds that certaln conditions apply to
the non—Wlsconsnyi:redlt union. For example, the non-Wisconsin credit union must
be organized under laws similar to ch. 186, must be ﬁnanc1ally solvent, and must
have federal i 1nsurance for member deposits. In addition, the ofﬁce of credit unions
must find that credit unions organized under the laws of this state : are allowed to do

business under similar conditions in the home state of the non—W1sconsm credit

union. ,f AN
7 N\
Interstate mergers and acquisitions of credit unions Y
Under current law regarding interstate mergers and acquisitions of\cred1t

up’{ons, a credit union organized in this state may only merge with, acqulre,\ or be
e
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cquired by a state or federal credit union that has its principal office in Illinois,
Indiana, Iowa, Kentucky, Michigan, Minnesota, Missouri, or Ohio. This bill repeals
this geographic limitation on mergers and acquisitions of credit unions and thus,
expands\the number of credit unions that are eligible to merge with, acqun'e or be
acquired by a credit union organized in this state.

‘/ ’

pd

.s

Credit union. reports and financial privacy .

Current laW contains several credit union reporting requlrements and, with
certain exceptlons requires the office of credit unions to annually examine the
records and accounts of. each credit union. The employees of. the office of credit unions
and members of the credit. union review board must keepanformanon obtained in the
course of examinations conﬁdentlal with limited exceptlons A violation of this
confidentiality requirement is’ subJect toa forfelture of up to $200.

This bill expands the conﬁdentlahty requlrement to also include information
contained in certain reports that a credlt unlon ;Srowdes to the office of credit unions.
In addition, this bill specifies that, with certa/m exceptions, any employee of the office
of credit unions or member of the cred1t’ union review board who discloses any
information about the private account/or“transactlons of a credit union or who
discloses any information obtained in the couré‘e\of an examination is subject to a fine
of not less than $100 nor more than $1,000, 1mpr1sonment for not less than six
months nor more than three years or both, and may be required to forfeit his or her
office or position. ;/ * .

This bill also requires cred1t unions to comply w1th certaln federal laws relating
to customer financial prlvacy and requires the office of credlt unions to examine

%.

credit unions for comphance with these federal laws. ,

5
%,

Other credit union changes

Current law spec1ﬁcally requires any officer or employee of' &, credlt union who
sells credit life i msurance or credit accident or sickness insurance on behalf of the
credit union to7 ‘pay to the credit union all commissions received from the sale. This
bill clarifies /'ehat an officer or employee of a credit union must pay to the cred1t union
all commlsswns received from the sale of any authorized insurance product sold on
behalf Qf the credit union. A

This bill also creates a crime for knowingly falsifying certain credit union
reports or statements. Any person who commits this crime may be fined not less than

$1,000 nor more than $5,000 or imprisoned for not less than one year nor more than
"15 years or both.

L
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Under current law, credit unions are subject to the provisions of chs. 93 to 100

(agrlculture trade, and consumer protection statutes) that apply to businesses

generally Banks, savings banks, and savings and loan associations are specifically "
exempted from the definition of “business” that applies in the agriculture, trade, and
consumer. protection statutes. This bill specifically exempts credit unions from this

,r,J

definition. . d

r

Universal banks P
Under current law, the division of savings institutions regulates state savings
banks and state savings and loan associations, and the d1v1s1on of banking regulates
state banks. This bill allows a state savings bank, state sav1ngs and loan association,
or state bank (ﬁnanmal 1nst1tut10n) to apply to the d1v1s1on of banking to become
certified as a universal bank If certified as a umversal»’bank a financial institution
may exercise certain powers, 1n addition to those that are granted under the statutes
under which the financial 1nst1tut10n is orgamzed A universal bank retains its
status as a savings and loan assoc1at10n savmgs bank, or state bank and remains
subject to existing regulatory and’ superv1sery requirements, except to the extent
that these requirements are 1ncon81stent with the requirements applicable to
universal banks. Universal banks are subJ ect to the following provisions:

Certification of universal banksg _

A financial institution may apply to become certified as a universal bank by
filing a written application Wlﬂféhe d1v1s1on of banking. In order to be certified as
a universal bank, the finghcial institution', Jmust meet all of the following
requirements: 1) the ﬁnanc1a1 institution must be chartered or organized, and
regulated, as a Wlscons1;1¥ ﬁnanc1a1 institution and must have been in existence and
continuous operatlonjfér at least three years; 2) the" financial institution must be

“well—capitalized,” as defined in federal law; 3) the ﬁnanc:lal institution must not
exhibit moderatelf severe or unsatisfactory financial, managerlal operational, and
compliance Weaknesses, 4) the financial institution must not have been the subject
of any enforce;ment action within the 12 months preceding the application; 5) the
most recen jfevaluatlon of the financial institution under the federal Community
Remvestl}lent Act must rate the financial institution as @utstandmg or

“satisfaetory” at helping to meet the credit needs of its entire commun{ty, and 6) the
most fecent report received by the financial institution evaluating the financial
1nst tution’s compliance with certain federal laws relating to customer prlvacy must

mﬂlcate that the financial institution is in substantial compliance with these\federal
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ws. If these requirements} are met, the division of banking must certify the
ﬁn 1al institution as a universal bank. If a universal bank fails to maintain
com ance with these requirements, the division of banking must limit the
univer: al bank’s exercise of universal banking powers. In addition, a umversal bank
may be decertlﬁed if it fails to maintain compliance with these requlrements With
the approvalwo\f the division of banking, a universal bank may also elect to terminate
its certifications, As a precondition to elective decertification, ther un1versa1 bank
must terminate the exercise of all universal banking powers. ‘:"/»

¥

Organization and regulatwn of universal banks

i

A financial 1nst1tut10n that is certified as a unlversa} bank remains subject to
all of the requirements and dutles and remains able to exerc1se all of the powers, that
applied to the financial 1nst1tut1on prior to its cert1f’ cation as a universal bank,
except to the extent that such requlrements dutles and powers are inconsistent
with the requirements, powers, an\d duties of unlversal banks. After a financial
institution becomes certified as a unlversa "bank, the division of banking is
responsible for establishing the cap1tal requlrements applicable to the universal
bank. s

A universal bank continues to opefate ﬁ“nﬁder the articles of incorporation and
bylaws that were in effect prior to its"r?certiﬁcat\i‘cn as a universal bank, and these
articles and bylaws may be amendéd in accordance‘sgvith the law governing savings
banks, savings and loan associaticns or state banks, “?;vhichever is applicable, to the
financial institution. Current/law generally prohibits & savmgs bank or a savings
and loan association from usmg the term “bank” in its corporate name without also
using the term “ savmgs 7 Notw1thstand1ng these prov1s1ons, the bill allows any
financial institution th/at becomes certified as a universal bank to use the term
“bank” in its corporate name without using the word “savings,’ subJect to certain
limitations relatlngfto the distinguishability of the name. N

Under current law, the division of banking regulates mergers and acqulsltwns
of state banksg and the division of savings institutions regulates mekgers and
acquisitions; o/f savings banks and savings and loan associations. Under the' b111 the
division of banklng assumes responsibility for reviewing and approving the mergers
and acq;msltlons of all financial institutions that have been certified as umversal
banke/dncludlng savings banks and savings and loan associations. The standards\
to bé used by the division of banking in reviewing a merger or acquisition of a ™
udiversal bank generally track the standards currently applicable to the various

L
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\f\anmal institutions that may become certified as universal banks, except that
uniyersal banks may generally acquire or merge with any type of ﬁnanc1al

institution. (”

"a f’v
Powers f universal banks 7

The b“‘ll expands the powers of a financial institution that bec!gfhes certified as
a universal bank Currently, savings banks, savings and loan associations, and
banks have dlfferlng powers under both state and federal la\ﬁ Under the bill, a
universal bank 1si uthorized to engage in any activity authorlzed for any savings
bank, savings and loan association, or state bank beglnnlng on the first day of the
third month beglnnlng after the bill’s publication. In add1t10n the bill specifically
permits a universal bank to exercise all of the followmg powers:

1) Federal powers: Under the bill, with the approval of the division of banking,
a universal bank may exercise au powers that may be exercised directly by a national
bank, a federally chartered sav1ngs and loan jassoc1at1on or a federally chartered
savings bank. The division of banklng may however require a universal bank to
exercise a federal power through a subs1d1,ary of the universal bank to limit the risk
exposure of the universal bank. ;" /

In addition, with the approval of}the division of banking, a universal bank may
exercise through a subsidiary all p@Wers that a subsidiary of these federal financial
institutions may exercise. f 'K ’

2) Lending powers: Unﬁer current laW ‘the lending powers of a financial
institution depend on Whet}}er the financial 1nstrtut10n is organized as a savings
bank, savings and loan assomatlon or state bank. The lending powers granted to
universal banks under th; ’bill are most similar to the lendmg powers granted to state
banks under current laﬁv Current law imposes some restrlctlons on the types and
purposes of loans that savings banks and savings and loan assoc1at1ons may make.
Under the bill, a u iversal bank may make, sell, purchase, arrange participate in,
invest in, or othepwise deal in loans or extensions of credit for any: purpose. Like state
banks, the limj f'gtlons imposed on a universal bank’s lending generally focus on the
total amountfof liabilities of any one lender at any one time. Although*the limit varies
dependlng/gn the lender and on the type of security pledged for the loar; the general
rule is th’at the total liabilities of any one person to a universal bank may not exceed
20% of the universal bank’s capital. .

"The lending limits for universal banks are generally the same as for state

}yanks except that universal banks are granted additional authority to lend, through
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the universal bank or its subsidiaries, an aggregate amount to all borrowers from the '
unlversal bank and all of its subsidiaries not to exceed 20% of the universal bank’
capltal However, the loans to any one borrower made under any lendlng author1ty
of the unlversal bank may not exceed 20% of the universal bank’s cap1ta1 Loans
made under this additional authority are not subject to rules regardmg bad debts or
classification of losses for a period of two years from the date«»of the loan. This
additional authorlty may be suspended by the division of banklng Among the factors
that may be cons1dered by the division of banking in suspendlng this authority are
a universal bank’s cap1tal adequacy, management earnlngs liquidity, and
sensitivity to market r1sk - The bill prohibits a unrversal bank, in determining
whether to make a loan or extension of cred1t from considering any health
information obtained from the records of an afﬁhate of the universal bank that is

engaged in the business of 1nsurance unless the person to whom the health
information relates consents. A ’

T K]

3) Investment powers: A universalbank may purchase, sell, underwrite, and
hold investment securities, consistent yV1th safe and sound banking practices, in an
amount up to 100% of the unlversal bank’s cap1ta1 Investment securities include
commercial paper; banker’s acceptances, marketable securities in the form of bonds,
notes, and debentures; and s1m11ar instruments. A un1versal bank may not invest
greater than 20% of its cap1ta1 in any one obligor or 1ssuer A universal bank may
purchase, sell, underwrlte and hold equity securities, con51stent with safe and
sound banking practices, 1n an amount up to 20% of the umversal bank’s capital,
unless the division of banklng approves a greater percentage. A unlversal bank may
also invest in certaln housing properties and projects, except that the total
investment in any one project may not exceed 15% of the universal bank’s capital and
except that the total amount invested in housing properties and pI‘O_]eCtS may not
exceed 50% of, the universal bank’s capital. A universal bank may take equity
positions 1n/proﬁt—partlc1pat10n projects, including projects funded through loans
from the un1versa1 bank, in an aggregate amount not to exceed 20% of the un1versa1
bank’s capltal The division of banking may suspend a universal bank’s authorlty to
1nvest in profit-participation projects.

4 The bill permits a universal bank to invest without limitation in certain types;

of secur1t1es including: 1) obligations of certain federal agencies or federally
fchartered corporations and associations; 2) deposit accounts or insured obligations

/ of insured financial institutions; 8) securities of certain business development
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“corporations and urban renewal investment corporations; 4) certain securities.of

Bank insurance companies; 5) securities of certain corporations operating automated
teil*er machines; 6) securities of service corporation subsidiaries of the universal
bank .7) advances of federal funds; 8) risk management instruments; including
ﬁnanc1a1 futures transactions, financial operations transactions;: ‘and forward
commitme nts but solely for the purpose of reducing, hedg1ng, or otherwise
managing 1ts 1nterest rate risk exposure; 9) securities of subs1d1ar1es exercising
certain ﬁdumary powers; and 10) securities of agrlcultural credit corporations. A
universal bank Ihay invest in other financial institutions.’ ‘The investment powers
of a universal bank_ﬂmay be exercised directly or 1nd_1rectly through a subsidiary,
unless the division ‘bf banking requires the investfnent to be made through a
subsidiary to limit the r1sk exposure of the unlversal bank. The bill contains specific
provisions governing the purchase by a unlversal bank of its own stock and of stock
in banks and bank holdmg companles g

4) Deposit and trust pow‘ers The bill permlts a universal bank to establish the
types and terms of deposits that the un1versa1 bank will solicit and accept. A
universal bank may pledge its assets as securlty for deposits. With the approval of
the division of banking, a universa \.,,bank may securitize its assets for sale to the
public, subject to any procedures estabhshed by the division of banking. A universal
bank may exercise safe deposit powers and have a lien for its safckeeping charges
on the contents of property accepted for safekeepmg If these charges remain unpaid
for two years or if property accepted for safekeepmg is not called for within two years,
a universal bank may sell ‘the property at pubhc auction. The bill authorizes a
universal bank to exerc1se the same trust powers: that trust company banks are
permitted to exercise under current law. k

5) Incidental and related powers: Under the bill, a umversal bank may exercise
all powers necessary or convenient to effect the purposes for which the universal
bank is organ1zed or to further the businesses in which the un1versal bank is lawfully
engaged. Current law does not have a similar provision.

In add1t10n to these necessary or convenient powers, the b111 allows a universal
bank to engage in activities that are reasonably related or incident to the purposes
of the umversal bank. With certain exceptions, a universal bank may engage in these
act1v1t1es either directly or indirectly through a subsidiary. Under the bill, any
actl\’nty permitted under the federal Bank Holding Act satisfies the reasonably
related or incidental criterion. The bill also contains a list of specific activities that
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I§ meet the reasonably related or incidental criterion. The listed activities include: 1)
business and professional services; 2) data processing; 3) courier and messenger
services; 4) credit-related activities; 5) consumer services; 6) real estate—related

| services; 7) insurance services, other than insurance underwriting; 8‘)'vsecurities

i brokerage; 9) investment advice; 10) securities and bond underwrltlng, 11) mutual

| fund activities; 12) financial consulting; 13) tax planning and preparation; 14)

community development and charitable activities; and 15) debt cancellation

contracts. i

A universal bank may'""aliso engage in activities"that the division of banking

determines by rule are reasonably related or incidental to these listed activities. In

i addition, the division of banking, by rule, may determine that other activities are

reasonably related or incidental act1v1t1es In promulgating these rules, the division

of banking need not follow the standard notice, hearing, and publication

requirements that generally apply to’ admmlstratlve rule making.

A universal bank must glve 60 days’ pr1or written notice to the division of

; banking of the universal bank’s; intention to exerc1se a necessary or convenient power

1 or to engage in a reasonably related or incidental act1v1ty The division of banking

| may deny a universal bank the authority to exercise a necessary or convenient power

or to engage in a reasonably related or incidental activity;: other than an activity that

is contained in the spec1ﬁc list of reasonably related or 1n01denta1 activities, if the |

division of banklng determines that the activity is not a° reasonably related or

! incidental act1v1ty, that the financial institution is not well—‘capltahzed that the |

. financial institution is the subject of an enforcement action, or\that the financial |

‘ 1nst1tut1®n does not have sufficient management expertise for the activity. The |

d1v1s1on of banking may also require a universal bank to engage in certaln of these |

activities through a subsidiary, with appropriate safeguards to 11m1t the risk |

e exposure of the universal bank. Amounts invested in a single sub51d1ary that /

| engages in these activities may not exceed 20% of the universal bank’s capltal unless,

// ‘a higher percentage is-approved by the division of banking.. S

3 u&éﬁﬁﬁlmg/ .
e =% ANALYSIS FROM -2318/3 *#+
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Under,{current T i Fa1r Dealershlp Law{;hlch applies to most
types of product dlstrlbutors a wholesaler of fermented malt beverages that operates
- under a contract or agreement, expressed or implied, with a brewer (known as the

il
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grantor) for distribution of a brewer’s products, and that maintains a “community of
interest” (i.e. a sufficiently close continuing financial interest) with.the brewer, is
considered a dealer and may not have its distribution rights terminated, cancelled,
not renewed, or substantially changed in terms ‘of compet1t1ve circumstances,

without good cause. ThHsdurdensd

Good cause means failure by the wholesaler to comply substantlally with essential
and reasonable requirements imposed #i%caglit o

by the brewer, which requirements are not d1scr1m1natory as compared to their
application by the brewer to other similarly situated wholesalers. Good cause also
means bad faith by the wholesaler in carrying out the brewer’s distribution business.
brewer'musp alsoprovidea wholgsaler »ith notice of Anntent toterminate, cancel,
fail-to jrenew, or/substantlalgr/ch”ange the” conipetltwe/crrcumstances -of «the
wholegal aler s dlstrabutlon rlghts andA:h’e ‘wholesalet is erititled tos
Jure any deficie 3 ’ o brewet) A brewer that terminates, cancels, fails <
to renew, or substantlally changes the wholesaler’s distribution rights without good
cause may be held liable, and injunctive relief preventing the brewer’s actions may
be obtained.

Under this bill, a fermented malt beverages wholesaler that does not maintain
a “community of interest” with a brewer may be considered a dealer of the brewer,
such that the wholesaler’s product distribution rights may not be terminated by the

brewer without “good causymbrfl&doemat’c@erwme/dr egjcly affect the

é,tro’g"shmz)etw;een bhe hrevier ane ’ ] y
SWever Ahe b111 y requlres that, if a fermented malt beverages wholesaler’s
authorlzatlon to distribute products is terminated in whole or in part by a brewer
(even for “good cause”), any succeeding fermented malt beverages wholesaler must
compensate the terminated wholesaler for the fair market value of the
distributorship that was terminated by the brewer. ¢

N

(Wt He hTewer FeTHinates
Hibution Fights to7some -but -not-all -of - the brewer’s- products’or-
¢ ing 71y sdle(éﬁét Eé'/coﬁpéaf’saté?drforfthe’falr -mvarket value
_of,:tlkedfl’stnb,utmnfrlgﬁts r-the) productszfer brands terinima ted:‘} An exception exists
"if the terminated wholesaler was terminated by the brewer because the terminated
wholesaler: engaged in material fraudulent conduct or made material and
substantial misrepresentations in its dealings with the brewer or others; was
convicted of a felony substantially related to operation of the dealership; or
knowingly distributed products outside the territory authorized by the brewer.

Vol
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Disputes regarding the amount of compensation owed by a succeeding wholesaler to
a terminated wholesaler must be mutually resolved between the parties or resolved
through binding arbltrat}&n g}rough % aﬁﬁggaﬂy recognized arbitration association.

Under current law J\the outright s transfer or assignment of a license to sell
alcohol beverages at reta11 is illegal and unenforceablege¥cen

Al L

awarded the 11quor license or permn” byt

This bill prohibits mun1c1pa11t1es and i deparian, aue from issuing

to an applicant a retail hcense or permit to sell alcohol beverages if the premises
described in the application w already covered by a current license or permit of the
same kind unless each fermented malt beverage wholesaler to whom the current
licensee or permittee is 1niebte%k s first notified that another person has applied for

&QW& ’Pwh( es

Depipis may, without a license or permit, sell alcohol beverages. This bill
requires that a sale of fermented malt beverages by a secured party be made within
30 days after the secured party takes possession of the fermented malt beverages
unless the secured party demonstrates good cause why this time period is
insufficient to make a sale that is commercially reasonable or in conformity with the
parties’ security agreement. ' , ,

Under current law, any person who ships fermented malt beverages from
out—of-state must hold an out—of-state shippers’ permit, which authorizes the
permittee to ship fermented malt beverages only to licensed wholesalers within the
state. Violators shall be fined not more than $1,000 or imprisoned for not more than
90 days or both, ¢afdithoi fag S e S , voked This bill
requires DOR to issue a written warning for an out—of—state sh1pper s first violation,
and requires that any subsequent violation result in a fine of not more than $10,000
or imprisonment for not more than two years or both.

Current law generally prohibits any brewer or wholesaler of fermented malt
beverages from furnishing anything of value to a retailer of fermented malt

7. holds a security interest in alcohol beverages &8 <
<
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. : beverages ,4 xceptlon allows brewers and wholesalers to give to any - <
- fermented malt beverage retailer, for placement inside the premises, signs, clocks,
or menu boards W1th an aggregate value of not more than $150. L
rooBives il I aRcesE oF * ‘,...a PO ..—«p.. GPthe @it tothe sxtent-thrat | <
i P 'f v £ _.‘ ‘ <
S5 included infopfng 0 aboutthe it and @B <
: DB ) This bill increases the aggregate limit on the value of s1gns <
: clocks or menu boards from $150 to $2 500 durmg any calendar year <"\ :
<
<
l.laam-{;‘d@g allows a brewer or <.

Wholesaler 1o prov1de signs made from paper or cardboard for placement inside the

retailer’s premises. This bill allows a brewer or wholesaler to also provide signs

€ made from plastic, vinyl, or other materials with a useful life of less than one year,
‘ without hm1tat1on on the aggregate value of these signs.

wholesaler to purchase advertlsmgl o
il o'

}m of retailers. This bill allows a brewer or wholesaler to purchase advert1smg <

- from f&b&m advertising agency or media company to promote brewer or <
wholesaler sponsored sweepstakes, contests, or promotions on the premises of
retailers if the promotional material includes at least five unaffiliated retailers and

if the retailer on whose premises the sweepstakes, contest, or promotion will occur

' ¢ - does not receive compensation for hosting the event. The bill also allows a brewer
( ' , =or wholesaler to conduct its own sweepstakes, contest, or promotion en the premises
‘ ' ofa retaller 1f these same conditions are satisfied. : . o . §

£

{

other exceptmn A-v V& provip

yac: EneT P"o{"{-%

wholesaler to prov1de business entertamment toa fermented malt be e%gretaﬂer@

Y
£
é;lins bill mcreasesA% usiness 4
%500fan imits the number of days @t <

(

: f to not more than 12 in a calendar year.
y | | o8
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~ bonds, records, docu ents,@ other papers deposited with of3sept by DFI; and
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produces »350 000 or more barrels of fermented malt bev
g . 1 e omera

erages annually to -
SREEPEgEne 10 m natlonal or statewide trade

to Me natlonal statewide, or local trade assoclatlorgof retallers Th1s would
1nc1ude allowmg brewers or wholesalers to join local tavern leagues

a respon81ble beverage server trammg course by 'means of
tralmng and testmg, including curnculum offered through the Internet

g computer—based

ek ANALYSIS FROM -0712/4 ***
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This bill requires DFT to establish by rule fees for a number offservices provided

by DFI relating to the regulation of business associationsamkigh

ees are currently
set by statute.

he services include providing electronic access to, or preparing and
upplying copies or certified copies of, certain resolutions, deeds, bonds, retords,
documeits;~ar other papers deposited with or kept by DFT; issuing-dertificates or
statemehts‘ /207NN, latihg to the results of searches ef fecords and files of DFI;

processing @y service of processrs tice, or demardserved on DFI; processing Ajyam, -

expeditious - a document reguiféd~qr_permitted to be filed with DFI;

providing ig-an expeditiouginadnes, electronic acceSStecertain resolutions, deeds,

preparing A%aa expeditiou
batements provided to DFL :
In addition, the bill authorizes DFI to administratively dissolve a limited
liability company if any of the following occur: the limited liability company does not
pay, within one year 4f6r\thef\areYne, any fees or penalties due DFT; the limited
liability compahy is without a registered agent or registered office in this state for

at least one year; and the limited liability company does not notify DFI within one

xcertain copies, certified copies, cerfifteates, or ‘&

LRB-2449/P1 = -
ALL:all:all

&

k 4/\(/\{\_/\/\/\



2001 — 2002 Legislature - 57— | LRE—LZL%;LJQJ/EIII

year that its registered agent or registered office has been changed, that its
registered agent has resigned, or that its regisfered office has been discontinued.

‘ ~& ANALYSIS FROM —0658/2 ***
___,,»:-‘—i«\"” U E
" \COMMERCE. _

Under Wisconsin’s version of the Uniform Unclaimed Property Act (UUPA),
certain t; pes of property are presumed to be abandoned if the owner of the property
fails to take, steps to evidence ownership within a specified time perlod (dormancy
period). For e*xample a stock or other intangible ownership 1nterést in a business

association is presumed to be abandoned if the business assoc1at10n pays out at least

seven dividends ot .other sums as a result of the ownersh1p interest during a
seven—year period and. the dividends or sums are unclalmed by the owner.

With certain 11m1ted exceptlons the holder of property that is presumed to be
abandoned must report thé: <property to the state treasurer before May 1 of each
even—numbered year. By September 20 followmg the report, the state treasurer
must publish a list containing the names of persons appearing to be owners of -
| abandoned property. By December 1, the holder must pay or deliver the reported -
- property to the state treasurer, unless the owner has claimed the property or the

presumption of abandonment is erroneous .The UUPA permits a person to enter into :
an abandoned property recovery contract under which the person agrees to provide
an owner of property, for a fee, v_glth services® toward the recovery of abandoned
property. However, an abandoned property recox\;e'ry contract is not enforceable if it
is entered into within two years after the date by Wthh the abandoned property is
required to be delivered toﬁ;t’he state treasurer. « :
This bill changes ,tfhe time-line for reporting and dehverlng to the state .
. treasurer property that is presumed to be abandoned. Under. thls bill, with certain
limited exceptions, the holder of property that is presumed to be abandoned must
' report and deliverthe property to the state treasurer before November 1 of each year.
The state treasdrer must publish a notice containing the names of apparent owners
of abandoned property by July 1 of each year.

~ or othe intangible ownership interest in a business association. In addition, under °
the bj
intg within one year, rather than two years, after the date by which the abandoned}t/
roperty is required to be delivered to the state treasurer. "

Th;b/ll also shortens to five years the dormancy period that apphes to a stock E

, an abandoned property recovery contract is not enforceable if it is entered [}

A ST i T T
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"COURTS AND PROCEDURE

OTHER COURTS AND PROCEDURE

Under current law, if there are no heirs of a decedent in an intestate estate (an
estate in which the decedent did not leave a will), or if a legacy or distributive share
in an estate cannot be paid to the distributee or is not claimed by the distributee
within 120 days after entry of the final judgment, the property escheats to the state
and is paid or delivered to the state treasurer (treasurer). The treasurer must
publish notice in the official state newspaper with such information as the name of
the decedent, the time and place of death, the amount paid to the treasurer, and how
a person may make a claim against the escheated property. Within ten years after
the notice is published, a person may make a claim against the escheated property
by filing a petition with the probate court that settled the estate and by sending
copies of the petition to DOR and the attorney general. If the person establishes his
or her claim in a court hearing, the court certifies the claim to DOA, which audits the
claim; issues an order for any death tax due; and issues an order distributing the
estate. The treasurer pays the claim.

The bill changes this procedure somewhat. The treasurer must publish a notice
regarding escheated property at least annually (current law specifies no time
requirement); a person filing a petition with the probate court must send a copy of
the petition to the treasurer, instead of to DOR; the court is no longer required to
certify a claim to DOA, which is no longer required to audit claims; and the court is
no longer required to issue an order for any death tax due.

The bill also provides a new, optional procedure for making a claim against
escheated property. The new procedure is similar to a procedure under current law
for claiming abandoned property by filing a claim with the treasurer, except that
under the new procedure the value of the claimed escheated property may not exceed
$5,000. Rather than filing a petition with the probate court, a person claiming
escheated property of $5,000 or less may, within ten years after publication by the
treasurer of notice regarding the estate and the escheated property, file a ¢1aifn with
the treasurer, who must consider the claim within 90 days after filing. If the
treasurer allows the claim, the treasurer must provide written notice to and obtain
the written consent of the attorney general and file written notice of the allowed
claim, as well as the written consent of the attorney general, with the probate court
that settled the estate. After the necessary filings, the probate court must issue an
order requiring the treasurer to pay the claim. If the treasurer does not act on a claim
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Unclaimed property

Under Wisconsin’s version of the Uniform Unclaimed Property Act (UUPA),
certain types of property are presumed to be abandoned if the owner of the property
fails to take steps to evidence ownership within a specified time period (dormancy
period). With certain limited exceptions, every other year the holder of property that
is presumed to be abandoned must report and deliver the property to the state
treasurer. With certain limited exceptions, the treasurer must sell the property
within three years after the date on which the treasurer receives the property. If the
property is a security other than a stock (for example, a stock option or an interest
in a limited partnership), the treasurer must hold the security for at least one year
before selling it, unless it is in the best interest of the state to do otherwisec. Except
for amounts sufficient to cover possible claims and the treasurer’s administrative
expenses, the treasurer currently deposits the clear proceeds of the sale of delivered
property in the school fund.

Persons claiming an interest in any abandoned or unclaimed property
delivered to the treasurer may file a claim with the treasurer to obtain the property.
If a claim is allowed, the treasurer generally must deliver the property to the
claimant or pay the claimant the amount the treasurer actually received or the net
proceeds of the sale of the property, plus certain amounts for dividends or interest
accruing to the property. However, if the claim is for any property other than a stock
and if the treasurer sold the property within three years after the date on which the
treasurer received the property, the treasurer must pay the claimant the value of the
property at the time the claim was filed or the net proceeds of the sale, whichever is
greater. This alternate method of valuation also applies if the claim is for a stock that
the treasurer sold within three years after the date of receipt, as long as the claim
is filed within that three—year period.

With certain limited exceptions, this bill requires annual reporting and
delivery of unclaimed property to the state treasurer. The bill also shortens from
seven years to five the dormancy period that applies to a stock or other intangible
ownership interest in a business association. The bill establishes a single procedure
that applies to the sale of all abandoned securities delivered to the treasurcr, which
requires the treasurer to hold the securities for at least one year before selling them,
unless it is in the best interest of the state to do otherwise. In addition, the bill deletes
the alternate method of valuation that applies to property, including stocks, sold
within three years after the date on which the treasurer received the property. Thus,
under this bill, the treasurer’s liability for any claim is generally limited to delivery
of the applicable abandoned or unclaimed property or payment of the amount the
treasurer actually received or the net proceeds of the sale of the property, plus certain
amounts for dividends or interest accruing to the property.

This bill also alters the procedure under the UUPA that applies to the reporting
and delivery of certain support payments that qualify as abandoned property. See
HEALTH AND HUMAN SERVICES, OTHER HEALTH AND HUMAN SERVICES. o



State of Wisconsin
2001 - 2002 LEGISLATURE LRB-1997/3
MDK;jld:pg

DOA.......Statz — Telemarketing requirements
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/ Analysis by epislative ReferenceBur

COMMERCE AND ECONOMIC DEVELOPMENT

COMMERCE

This bill creates three prohibitions regarding “telephone solicitations,” which
are defined as unsolicited telephone calls encouraging a person to purchase property,
goods, or services. First, the bill prohibits an employee of a professional telemarketer
from using a blocking service that withholds from the recipient of the call the name
or telephone number associated with the telephone line used to make the call. The
bill defines “professional telemarketer” as any business with employees whose
primary duty is to make telephone solicitations.

Second, the bill prohibits an employee of a professional telemarketer from
making a telephone solicitation to a person who has provided notice to the
professional telemarketer that the person does not wanl to receive telephone
solicitations. '

Third, the bill prohibits an employee of a professional telemarketer from
making a telephone solicitation unless, when initiating the telephone conversation,
the employee discloses each the following: 1) the employee’s name; 2) the identity
of the person selling the property, goods, or services for whom the telephone
solicitation is being made; and 3) the purpose of the call.

The bill’s prohibitions apply to any interstate telephone solicitation that is
received by a person in this state and to any intrastate telephone solicitation. Also,
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if an employee of a professional telemarketer violates a prohibition, the professional
telemarketer is subject to a forfeiture of not more than $500. Under certain
circumstances, a professional telemarketer may be subject to a supplemental
forfeiture of not more than $10,000 if the telephone solicitation was directed against
an elderly person or a disabled person. The bill’s prohibitions are enforced by DATCP,
except that a district attorney, upon informing DATCP, may enforce a prohibition.
In addition, the bill makes changes to a prohibition under current law against
any person using a prerecorded message in a telephone solicitation without the
consent of the person called. Under this bill, the prohibition applies to any employee
of a professional telemarketer, instead of any person. Also, under the bill, if an
employee of a professional telemarketer violates the prohibition, the professional
telemarketer is subject to the forfeiture and supplemental forfeiture described
above. In addition, like the three prohibitions created by the bill, the prohibition
applies to any interstate telephone solicitation that is received by a person in this
state and to any intrastate telephone solicitation. Finally, the bill requires DATCP
to enforce the prohibition, except that a district attorney, upon informing DATCP,
may enforce the prohibition. Under current law, district attorneys, not DATCP, are
required to enforce the prohibition.

an appéndix to this bill.

The people of thestate of Wisconsin, representéd in senate and assembly, do
enact as follows;

SEcTION 1. 100.264 (2)Xintro.) :? statutes is amended to read:
100.264 (2) SUPPLEMENTALORFEITURE. (intro.) If a fine or a forfeiture is
imposed on a person for a violatiog under s. 100.16, 100.17, 100.18, 100.182, 100.183,

100.20, 100.205, 100.207, 10021, 100.30 (3}, 100.35, 100.44 ex, 100.46, or 100.52 or

SECTION 2. 100.52 (title) of the statutes is created to read:

N\100.52 +tifle) Tele solicitations.
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within 90 days after the claim is filed, or if the treasurer disallows a claim, the person
filing the claim may file an action in the probate court that settled the estate to
establish the claim.

o AR o S R
afan

. ,:;-Ju.-,-:yz,hﬁ,.x:‘-r»m»A., s *** ANALYSIS FROM _2025/2 ***
COMMERCE AND ECONOMIC DEVELOPMENT
COMMERCE

Currently, under this state’s version of the Uniform Unclaimed Property Act§
' (UUPA), all abandoned or unclaimed property must be delivered to the state‘g
treasurer. With- certain limited exceptions, the treasurer must sell the property
within three years after the date on which the treasurer receives the property. If thez
property is a security other than a stock (for example, a stock. optlon or an 1nterest5
in a limited partnersh1p) the treasurer must hold the secur1ty for at least one year
before selling it, unless it is‘in the best interest of the state to do otherwise. Except
- for amounts sufficient to cover possible claims and th’e treasurer’s administrative
' expenses, the treasurer currently’ deposits the clear proceeds of the sale of delivered.
. property in the school fund. ‘ ‘

| Persons claiming an 1nterest in. any abandoned or unclaimed property
delivered to the treasurer may file a clann Wlth the treasurer to obtain the property.
If a claim is allowed, the treasurer g‘enera'lly must deliver the property to the
claimant or pay the claimant the amol‘fnt the treasurer actually received or the net
proceeds of the sale of the propertyf plus certain amounts for dividends or interest
accruing to the property. However if the claim is for any property other than a stock
and if the treasurer sold the property within three years after the date on which the
treasurer received the property, the treasurer must pay the claimant the value of the
property at the time the clalm was filed or the net proceeds of the sale, whichever is
greater. This alternate method of valuation also applies if the clalm is for a stock that
the treasurer sold W1th1n three years after the date of receipt, as long as the claim
is filed within that three—year period. !

This bill estabhshes a single procedure that applies to the sale of all securities
delivered to: the treasurer under UUPA. Under this bill, the treasurer must. hold all
securities: for at least one year before selling them, unless it is in the best 1nterest of
the state to do otherwise. In addition, this bill deletes the alternate method of
valuatlon that applies to property, including stocks, sold within three years after the
date on which the treasurer received the property. Thus, under this bill, the /
“‘Itreasurer s liability for any claim is generally limited to dehvery of the applicable | /

.
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~aban onedor nclalm d property or paym?ent of the 4 ou;xf the treasurer«a Ctu: lly/

ecel‘}pd or; th% net proceeds of' the” sale of the prop I%L/plus ¢ jam‘k Lafnoults f"or
d1v1dends or 1rﬁterest acorulng to the propérty. e

v ooV ALL:all:all

boor ==
Y fg" (e ANALYSIS FROM. <0597/1 ***ﬁ
Y pOMME JEAND ECONOMIC DEVELOPMENT - i
ORI " GOMMERCE . .o

With certain exceptions, current law prohibits a person from engaging in the
business of banking without being organized and chartered as a national bank, state
bank, or trust company bank. Certain agents who receive and hold money, pending
investment in real estate or securities on behalf of the person who deposited the
money, are not engaged in the business of banking, as that term is currently defined.
However, this exemption from the definition of banking only applies if the agent
keeps the money in a separate trust fund, does not mingle the money with the agent’s
own property, and does not agree to pay interest on the money other than to account
for the actual income that is derived from the money while held pending investment.

C'/Q ;L This bill expands this exemption from the definition of banking, Undar this bill;
: 7)/0 ’,A zan agent who receives and holds money, pending investment in real estate or
securities on behalf of the person who deposits the money, i&-not_engaged/in-the
—~business. oF bankmyg; regardless of whether the money is separately kept and
regardless of whether the agent agrees to pay interest on the money. Thus, under
this bill, an agent may pay interest on money that the agent receives and holds,
pending investment in real estate or securities on behalf of the person who deposited
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(onsnmér [77 - Under current law, a transaction in which a consumer is granted credit in an
T o amount of $25,000 or less and which is entered into for personal, family, or household

purposes (consumer credit transaction) is generally subject to the Wisconsin
Consumer Act. The Wisconsin Consumer Act provides obligations, remedies, and
penalties that current law generally does not requ1re for other transactlons

¢‘i\ <~ With certain limited exceptlons any person who makes or solicits consumer
credit transactions in this state must register with DFI. A’.}urfgnif awlre V@he/

(person M%thMy&mrﬁcommMng“bns/ld&sgnd them annualy -
itheresligdy-Among otherthings; the reqtited registration statementsnust state-the. i
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wbmumﬁ%rtﬁam S0 enbered-inbo.in-this-state-during

\the-repoilig-pertad, A person who is subject to this registration requirement must
pay a registration fee, unless the average outstanding monthly balance of all -+ .
consumer credit transactions that the person entered into in this state is $250,000

e f e

C,;f’;; &gﬁmﬁmmmlmum fee @f($2 (_$ 5 and 4, /;n\lmum fee %
/V$1 ,500 or 0.005% of the average monthly outstanding balance, whichever is less.
Th1s bill changes these reglstratlon and fee requirements. Chisdfillrequiragi>

Ueloda gf St aadsd TR PWINY. O

ratlon S

cstﬁw*h‘r«addff@h under the b111 a person is exempt from the annual reglstratlon
requirement, and the annual registration fee, if the person’s year—end balance is
$250,000 or less, although the person still must make an initial registration and pay
an initial registration fee. This bill also deletes the statutory minimum and

maximum registration fees and requires DFI to set registration fees by rule, based
upon the existing, spe01ﬁed crlterla

/V 56{\/ p;; 54 LYSE “FROM -Ez%zgn Aok o - \
ZA ¢ /Gtﬁm,mm- Conprsed of

Thm bill creates a regulatory flexibility c0}nm1ttee w};w{\ten members are-
xpp&ﬂ&,bﬁh@gd%mwThectjmqmtbeg/reqmred to issue a repo Ry

déf :a,,,‘(;me

indirect 1mpact ct of proposed rules, A doauf Mirgivetass . grace pema correct >
v1olat10rj afidavoid beEing peralized; a’lbmng mstallment payments of fines or
forfeitures; and gﬁmmngqaddltmn"{ authority to the Joint Committee for Review of
Administrative Rules to suspend or modify existing or proposed rules.

#x% ANALYSIS FROM -0676/2 ***
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of glleensumertredit ansact1 IS at THe-person ente d-imbo.in this-state-during
‘the‘!'epmrﬁ'é—p'eﬂbd, A person who is subject to this registration requirement must

pay a registration fee, unless the average outstanding monthly balance of all -
consumer credit transactlons that the person entered into in this state is $250 000

Lyor less. Al - ~delo ¥
woﬂ'/@fg} ecif HETFTENeuTTS ‘)mlmmum fee éfﬁ* and e, /%mmum fee @6
L. /v$1 ,500 or 0.005% of the average monthly outstanding balance, whichever is less
6; ) . This bill changes these reglstratlon and fee requlrements Chi
< { registration SEALSIGRT 6 IHeTHdE e year—end balagge of all con; umer oredi
thansactiongdathek than the avge Outstanding mong 13 balance ‘\ , under fhe
bi fhr—end Dy dlance j weludes any  consumer, edlt t Ansae ¢ion tha { a pe £son
ente d 1nto or obtame by assignment, 3s lope8s the transa yiidf on.origina thlS |
K=k 10% gnder the b111 a person is exempt from the annual reglstratlon
requlrement and the annual registration fee, if the person’s year—end balance is
$250,000 or less, although the person still must make an initial regxstratlon and pay
‘an initial registration fee. This bill also deletes the statutory minimum and
" maximum registration fees and requires DFTI to set registration fees by rule, based
_upon the ex1stmg, spec1ﬁed cmtena
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%s{bﬂl creates a regulatory flexibility comettee Mten members are-
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equlred to issue a repo

wolatloxx aﬂd"a\m&d“béixg"perra‘hzed aﬁl-bmng mstallment payments of fines or
forfeitures; and ngfaddm'sn;f %uthonty to the Joint Committee for Review of

Administrative Rules to suspend or modify existing or proposed rules.
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‘\) BUILDINGS AND SAFETY

‘ Flre dues program and fire safety léaws:— =

SNy

., Under current law, an eligible city, village, or town (mumclpahty) may receive

premiums paid to the ~\cal government property insurance fund foF the insurance ;
of certain property owned, by local governments. The departz?ﬁ determines the |

amount of cach' grant based upon-the equalized valuatigh of real property |

improvements within each eli ‘ble municipality, except that
may not receive an amount that‘ls less than the municipdlity received in 1979.
Under current law, with certaln limited exceptfions, the chief of the fire ! |

department in every municipality is a{eiity of th@ department and is required to |

eligible municipality

it e

comply with certain fire safety laws. Thége fire safety laws generally require the ﬁre ;
department, the fire chief, or other designyée(fmdlwduals to keep certain records,
perform fire insj:ections and provide pliblic fire education. This bill makes
numerous changes and clarifications }a’the fire. dues program and the fire safety

laws, 1nc1ud1ng the following: 3
Eligibility for a grant from th fire dues program

With certain exceptions, j
grant from the fire dues

“order for a mumclpahty to be eligible to receive a
ogram, the chief of the mummpal fire department
fire inspection for every pubhcxbulldmg and place of
employment in the firg department’s territory. Generally,
other than the city ofMilwaukee, these inspections must be pe
every six months,/A municipality must certify to the department
inspections we

currently must provide ;

. every municipality
1ed at least once
at all required
provided. Furthermore, in order to be eligible to réceive a grant,
must receive services from a fire department that prowdés\a training
scribed by rule of the department.

a municipali
program

| N ,
The bill changes these eligibility requirements. Under the bill, a muni ipality {

t from the department of commerce (department) that may be used to purchase /’
ﬁre pro ctlon eqmpment to prov1de fire inspection services and public educatlon,:”’

P

= AP
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et
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Fire dues program

Under current law, an eligible city, village, or town (municipality) may receive
a grant from the department of commerce that may be used to purchase fire
protection equipment, to provide fire inspection services and public education, to
train fire fighters and fire inspectors, and to fund certain accounts established for the
benefit of fire fighters (fire dues program). The fire dues program is funded from a
percentage of certain insurance premiums.

This bill makes numerous changes and clarifications to the fire dues program.
With certain exceptions, in order for a municipality to be eligible to receive a grant
from the fire dues program, the chief of the municipal fire department currently must
provide a fire inspection for every public building and place of employment in the fire
department’s territory. Under the bill, a municipality may be eligible to receive a
grant if the municipality ensures that at least 95% of the required fire inspections
are provided for in the municipality and if the municipality certifies to the
department of commerce that these inspections were provided. It is unclear under
current law whether certain fire dues program eligibility requirements and fire
- safety laws apply to a municipality or to a fire department that provides services to
a municipality. In general, the bill specifies that the fire dues program eligibility
requirements apply to a municipality rather than to a fire department. In addition,
the bill requires a municipality to ensure that certain fire safety laws, such as those
requiring fire inspections, that apply to a fire department, a fire chief, or other
designated individuals are followed in the municipality.

Fire safety laws

Current law generally requires the chief of each municipal fire department to
comply with certain fire safety laws relating to fire inspections and fire safety
education. This bill authorizes the department of commerce to create a fire safety
and injury prevention education program. In addition, this bill makes numerous
changes and clarifications to the fire safety laws. Among other things, the bill
expands the department of commerce’s authority with regard to fire safety to include
jurisdiction over and supervision of all buildings, structures, premises, and public
thoroughfares in this state for the purpose of administering all laws relating to fire
inspections, fire prevention, fire detection, and fire suppression. In addition, the bill
authorizes the department of commerce to enter a private dwelling, with the consent
of the owner or renter, in order to verify the proper installation and maintenance of
smoke detectors and fire suppression devices, such as fire sprinklers.
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\certlﬁes to the department that these inspections were provided. In addition, the b111
spec1ﬁes that the training program that is required for eligibility must traln fire
ﬁghtegs and inspectors who provide fire suppression services, ﬁre prevent1on
1nspect:tons or public education with regard to fire safety. e

Current law also permits a municipality to maintain ehglblhty for a grant if the
mun101pahty receives fire protection services under a contract,, Under current law,
if a mun1c1pa11ty contracts with another city, village, or town for fire protection
services, the mun1c1pa11ty is eligible for a grant if the contract is sufficient to provide
fire protection to the entire municipality. In add1t10n,;dnder the contract, the fire
department prov1d1ng serv1ces must do so without endangermg property within the
fire department’s own terrltory /f

The bill specifically. excludes a mutual aid agreement relating to fire protection
from the type of contracts that a mun1c1pa11ty may use to satisfy these eligibility
requirements. Although the term is undeﬁned generally a mutual aid agreement
relating to fire protection is a backup, rather than a primary, plan for the provision
of fire protection services. Under the: b1ll if a municipality enters into a mutual aid
agreement, the municipality may stlll be eligible to receive a grant if the
municipality satisfies all apphcable e11g1b111ty requirements.

Municipal and fire department duties =

It is unclear under currerit law whether certaln fire dues program eligibility
requirements and fire safety laws apply to a mun1c1pa11ty or to a fire department that
provides services to a mun1c1pahty Furthermore, it is unclear whether the term “fire
department,” as it currently is used in the fire dues program and fire safety laws,
includes other organfzatmns that may provide fire protectlon services to a
municipality, such as a fire company or combined protectlve services department.

In general, t};{e bill specifies that the fire dues program ehglblhty requirements
apply to a mun1c1pa11ty rather than to a fire department. In:addition, the bill
requires a mun1c1pahty to ensure that certain fire safety laws ~such as those
requiring f}re inspections, that apply to a fire department, a fire chief, or other
de51gnated individuals are followed in the municipality. The bill also clarifies that
the ter;ﬁ “fire department,” as the term is used in the fire dues program and fire
safetyflaws, includes any organization that is permitted under current law to provide
ﬁre/{)rotection services to a municipality.

Current law requires the department of commerce to maintain a record of all
fires occurring in this state and requires the records to be open to public inspection.



2001 — 2002 Legislature —64 — LRB-2449/P1
ALL:all:all

\""Bhe bill requires each fire department, rather than the department of commerce, to
malntaln a record of all fires occurring within the fire department’s territory. In
addltlon, the bill permits the department of commerce, by rule, to requlre a fire
department to provide the department of commerce with a copy of a fire record. The
bill clarifies that a fire record is open to public inspection under the open records law.

Jurisdiction and authorlty of the department under the ﬁre safety laws

Under current laW the department generally has _]urlsdlctlon over places of
employment and pubho bulldlngs as well as certain re31dent1a1 buildings. In
addition, the department may perform a fire 1nspect10n in any building, premises,
or public thoroughfare. In certaln circumstances, the department may also enter a
private dwelling to determine whether the dwell1ng contains all required smoke
detectors. Current law is ambiguoué’"regarding Whether the department must obtain
the consent of an owner or renter to en‘t‘eir a pr‘i;vate dwelling.

The bill expands the department’s ju\r"ijsfc‘f’liction and authority with regard to fire
safety. Under the bill, the department h’as jﬁrisdiction over and supervision of all
buildings, structures, premises, and. public thoroughfares in this state for the
purpose of administering all laws reiating to fire inspections, fire prevention, fire
detection, and fire suppression. In addition, the bill authorizes the department to
enter a private dwelling in order to verify the proper 1nstallatlon and maintenance
of smoke detectors and fire suppressmn devices, such as ﬁre sprinklers. The bill
clarifies that the department may enter a private dwelling only with the consent of
the owner or renter.

Fire safety and injuiy Dprevention program

Under current law, the department of commerece is required to provide to the
department of pubhc instruction an outline of a course of study in fire prevention, for
use in the pubhc schools. However, the department of commerce does not have the
authority under current law to directly provide public education regardmg fire
safety. | _

The bill authorizes the department to create a fire safety and injury preventlon
educatlon program. The department must design the program to educate the publlc
regardmg fire prevention, fire detection, fire suppression, injury prevention, and : any
other related subject matter. The bill permits the department to make grants to
support the purposes of the program

IS 7/2
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\\bw ~""Undereurrent law, the department of commerce departlnepty administers the

manufactured building code to ensure that mmlmum standards are met for the
manufacture and installation of manufactured buildlngs as dwellings. Currently, a
city, village, town, or county (municipality) may, with the approval of the
department’ Snact 'a'nhdrdmance to enforce the manufactured building code with
regard to the installation of manufactured buildings as dwellings in the
municipality. A county ordinance applies in any city, village, or town within the
county that has not adopted ordinances to enforce the manufactured building code,
unless the city, village, or town is exempt from administration of the manufactured
building code. Currently, any city, village, or town with a population of 2 500 or less
~ (small municipality) is exempt from administration of the manufactured building

code, A

VU’Q( Generally, inspections must be performed to enforce the manufactured building
code in a mun1c1pa11ty (manufactured bulldmg code 1nspect10ns)

Fed Biilding codeh

e

pt from administrat 0

\__contract wit department.

This blll removes the requirement that a municipality obtain departmeng/;t:ﬁ
approval before enacting an ordinance to enforce the manufactured building code ™%, _
with regard to the installation of manufactured buildings as dwellings in the
municipality. In addition, this bill creates new requirements relating to the
administration of the manufactured building code in small municipalities. Under
this bill, a small municipality may do any of the following:

Enact an ordinance to enforce the manufactured building code, either
independently or jointly with another municipality, with regard to the installation
of manufactured buildings as dwellings in the small municipality.




2001 — 2002 Legislature ~ 66— - LRB-2449/P1
: ALL:all:all

Adopt a resolution requesting the appropriate county to enforce the \;
manufactured building code with regard to the installation of manufactured |

ildings as dwellings in the-municipality.
\-@ dopt a resohition not to exercise either of the above options, in which case

the small mun1c1pahty is exempt from admlmstratlon of the manufactured building

" code. db Lo MmesCR-

Take no action, in" which case the .department must enforce the
manu actured building code throughout the municipality.

w5 ANALYSIS FROM -2142/4 *** Nedk (ﬁ o
CORRECTIONAL SYSTEM
. '
ADULT CORRECTIONAL SYSTEM -
Under current law, any person who is serving a sentence, other than a life f
- sentence, for a felony that was committed before December 31, 1999, may be paroled
, after serving 25% of his or her sentence. The parole commission makes the decision

" as to when the person actually is paroled@as@fdn\spédﬁc/cmeyim Currently, any

person who is serving a sentence, other than a life sentence, for a felony that was

committed on or after December 31, 1999, MWWM

mn is sentenced to prison and to extended supervision for a specific tlme
determined by the cou he term of unpns,onment may be redJu‘ced if the person is

e cha egge-mqarceratlon progr: thaLmﬁﬁe;&’j limitgd é.u‘fnber of

1 offender/ S a pro of. renuous exerciSe, manualdatso or, substance abuse
and personal dévelopment counsehng ya a

Thls bill allows the secretary of correcti ns 7 ele?s %@W
ff o afa ( oV ExXTeq e[f»z/g uz;ra,
g santencedtaldeATIprisopmien

prisoamend be o he end of er mandatory time

, : sOrgytted, if the prisoner
is seriously or termlnally ill. Under the blll the pmso er may be released if the
}1

secretary determines that the-reléase-gfthe 1nmat3 would ot pose a risk of harm to
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""1" audited financial report prepared by DOA, and the estlmate”cgiME’H"ang’e~ heeurplus

i or deficit based‘“em\r;e\ommendatlons in the biennial budget bill or bills.

‘ ’ \*** ANALYSIS FROM -2308/1 ***
STATE GOVERNMENT - 7
1% STM:E FINANCE //’:;/

Current statutes contain a statemerr}. «hat states that “[njo bill d1rectly or

This bill transfers authority to regulate water and sewer service provided to
occupants of manufactured home parks from PSC to the department of commerce.

See STATE GOVERNMENT, PUBLIC UTILITY REGULATION. ﬂo o (nSEAT
P — MmRBIT—5 ¢

PUBLIC UTILITY REGULATION

This bill transfers authority to regulatc water and sewer serv1c§yprov1ded to
occupants of manufactured honre parks from PSC to the department of commerce.
Under current law, PSC is requlrech\ romulgate rules tha ft;estabhqh standards for
water or sewer service that is provided to~qccupants fgf“‘”f a mobile home park by the
park operator or a contractor. A “mobile homepatk” is defined as any tract of land
containing two or more individual plot€™ of d that are rented for the

accommodation of a mobile home. /rﬁoblle home” is defined as a manufactured

home. PSC’s rules must includg“requirements for meterﬁ‘:gxb;lhng, deposmng,l
arranging deferred paymentsinstalling service, refusing or disteptinuing service, {

and resolving disputes glfout service. The rules must also ensure that charges are

reasonable and not ujustly discriminatory, that service is reasonably adequate, and |

that any relatedpractice is just and reasonable. PSC may, on its own motionqr upon |

\ a complaint By a mobile home park occupant, issue an order or commence a“civi

action against an operator or contractor to enforce the rules. In addition, DQ.L,.
M‘m- )
[}
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| ; SRIDERH u.'zy,’ﬂ e -J‘ ey teran’s program, medlcal

are likely to be paid by the federal medmarc.e pr:(')gr-am’ v by the inmate. The bill
assistance, or another federal or state mefhcal program ;. O,r éaaf el ‘.'eia.l’" A

requires DOC to promulgate rules regarding 31111‘ Kihg the

patdle-r sxtendedhgupezvision program ynl HFHERLSHA Lo SR
e OB e
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Revocation of extended Superviéion o o v
m i D ' Under current law, if a person violates a requirement of parole or extended

supervision, DOC may return the berson to prison. Current law also permits DOC
to take a person into custody if it alleges that the person has violated a condition or
rule relating to parole. This bill specifies that DOC may also take a person under
extended supervision into custody if it alleges that the person has violated a
condition or rule relating to extended supervision.. In addition, the bill specifies how
to calculate the amount of time remaining on a bifurcated sentencel Tor purposes of
determining the maximum amount of time for which a person may be returned to

prison after a violation of extended supervision and the length of the term of
‘extended supervision that the person must, serve thereafter.

_ CRIMINAL SENTENCES

The stridvsture of felony sentences under current law
Current™tayw sets maximum terms of imprisonment for g

specifies how a term™s imprisonment is structured. Unde current law, if a person

committing a felony before December 31, 1999, is sefitenced to prison for a term of

«fitence, which typically consists of a
: erson’s term of confinement is not fixed
of she may be rateaged on parole after serving as
«€nce, as much as two-thirdsokit (or moi-e, if the crime
wSentenced is classified as a serious felony)

i

I

crimes. It also

when the sentence is imposed. H
little as one—fourth of the se
for which the person wa
in between.

Qr some amount

Current_Mw provides a separate system for prison sentences for crimes

committed-on or after December 31, 1999. If a court chooses to sentence a felony
offender to imprisonment in a state prison (other than through a life sentence) for
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a felony committed on or after December 31, 1999, the court must do so by impog /ng
a bifurcated sentence. For the first part of the bifurcated sentence, the/court
sentences the person to a fixed term of confinement in prison. The minimim term
confinement is one year. The maximum term of confinement under g/bifurcated
sentence for felonies classified in the criminal code ranges from two $0 40 years. If
the persqn is being sentenced to prison for an unclassified felghy, the term of
confinement.in prison portion of the sentence may not exceed 75% of the total length
of the bifurcated sentence. /

An offender ot eligible for parole under a bifurcated £entence. Instead, after
serving the term of confinement portion of the biﬁircated“entence, he or she serves

a fixed term of extended\gupervision as the second parf of the bifurcated sentence.

Concurrent and consecutive sentences

Under current law, a court' may order any sepfence to be served concurrent with
or consecutive to any other sententg imposed gf the same time or previously. This
bill specifies how the person will serveNthe pepfods of confinement and the periods of
extended supervision and parole under thg/sentences as a result of thé concurrent
or consecutive nature of the sentences unfexthe following circumstances: 1) when
the court requires a sentence under wiich thé\person may be placed on extended
supervision (a “determinate sentencef) to be servdd concurrent with or consecutive
to another determinate sentence; 2)/when the court reguires a determinate sentence
to be served concurrent with or cofisecutive to an indetexminate sentence; or 8) when
the court requires an indeterhinate sentence to be sdrved concurrent with or
consecutive to a determinate géntence. The bill also requireshat a person sentenced
to consecutive indeterminatf and determinate sei_ltences serva\the term of extended
__lsupeﬁ?risiqn' un,der‘the dg erminate sentence before sei'ving the period of parole
-under the indeterminatg sentence, regardless of the order in whick the crimes were
committed or the sentbnces imposed.
.’ Penalties for cringinal attempts
Current law/specifies that the:maximum term of imprisonment for An attempt
to commit a felony (other than certain felonies having separate penMties for
attempts) is gfe—half of the maximum term of imprisonment for the completed\crime.
This bill specifies that the maximum term of confinement under a bifurdated
sentence y#nposed for an attempt to commit a classified felony is one—half of the
maximyf term of confinement for the completed crime. The bill also specifies tha

the m# ximum term of confinement under a bifurcated sentence imposed for an
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attempt to\commit an unclassified felony is 75% of the maximum term of
imprisonment for the attempt.

Other changes

1. This bill specifies that, if a misdemeanor oﬁ'ender may be sentenced to prison
because of the application of one or more sentence enhancers and the court decides
to sentence the person to prrs\n the court must impose a bifurcated sentence. In
sentencing a person to prison in _such a case the term of confinement in prison
portion of the sentence may not :;\bitut’e more than 75% of the bifurcated sentence.

2. Under current law, the maxunum\term of probation for a misdemeanor is two
years, and the maximum term of probatlon\for a felony is the maximum term of
imprisonment for the crime or three years, Whlchever is greater. Under this bill, the
maximum term of probat1on for a felony or for a m\demeanor for which a court may
impose a bifurcated sentence is the maximum term of conﬁnement in prlson for the
crime or three years ‘whichever is greater. \

3. Under current law, if a person is found not guilty of*\a crime by reason of
mental d1sease or mental defect and the crime is not ph:nlshable by life

1mprlsonment the maximum term for which the person may be commltted to the

, department of health and family services is two—thirds of the maxm}um term of

1mpr1s/ nment for the crime. Under this bill, the maximum term of commltment for
a felony other than one punishable by life imprisonment or for a mlsdemeanon for
which a court may impose a bifurcated sentence is the maximum term of confinemenit

_that could be imposed on a,persomconvicted,...of.thecrime.

sy

ek ANALYSIS FROM —1606/3 e

Under current law,upomw theleatirofzgrzinniate ofdsstatzpsorrectional

- zarne,czf?l‘
@sﬁﬁﬁ%the person in charge of ﬂﬁgj 1nst1tu ion is required to notlfy the inmate’s
relative of the death. Currently, DOC is also re%ulred to provide the relative with

written notification that W upon request ﬁzlll provide the relative with a copy of
crispmede ednmede or azeopyas any @ar report or information

regarding the inmate’s death.

Under current law, if the district attorney has notlce that the death of a person




=

coroner or medical examiner & imhilar knowledge=
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attorney may order an 1nquest to determine the cause of the person ’s death. @)

xamine qulred to notify the dlstrlct attorney of the
a Ly & SP#’@;
A e death and may r uest that the district attorney

order an 1§§u3 f} The dlStrIC{ attorney may ;{ er an inquest basgdopn=tiiat-
JeBrdgtion or may request that the corone} or medical examiner conduct a
preliminary examination @ndxeport-baeksie/the district attorney. If the district
attorney does not order an inquest, under current law the coroner or medical
examiner may petition the circuit court to order an inquest.

Under this bill, the coroner or medical examiner is required to conduct an
autopsy of every individual who dies while he or she is in the legal custody of DOC
and is an inmate in a correctional facility located in this state. If the coroner or
medical examiner determines that the person’s death was the result of any of the

c1rcumstancesb‘5het ’qggllz‘girr_eessulgc%l g‘Ehe dlstrlct a1.:torney orderlng an 1nquestm—s
ider th(e/[coroner or_med Zrex :

If an 1nd1v1dua1 dies while he or she is in the legal custody of DOC an/d conf}x;gd

e
to a correctional facility in another state under a contract with DOCX)OC have ,
an autopsy performed on the individual. Under the bill, the autopsy must be

performed by either a coroner or medical examiner of the county from which the

o

. v or by an appropriate authority in the
other state. If a coroner or medical examiner of the county from which the individual

permit the district attorney i

Zigr to order n inquest, ¥z personn
be sent

a copy of the results of the autopsy-f‘;o the appro r1ate au he other state.
\/\OC“ The bill requires DOC to pay the costs of ﬁhae/(autopsgg" :

*** ANALYSIS FROM -0475/3 ***

This bill gives DOC authority to establish medium security correctional
institutions at Redgranite and New Lisbon. Fundin for the bulldlng of these
institutions was included in the state building program 11% 1997 /
budget act.
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The bill also specifies that any correctional institution that has been
constructed by a prlvate gFrson and leased or purchased by the state for use by DOC

is a state prison <& alo0r vecte! 0 the medium securlty penltentlary located near
Black River Falls i

bl 4 June 30, 2008. After that date, the parole

commission reverts back to six members. The parole commission determines if a
person may be released on parole from an adult correctional fac111ty The chairperson

commission,

f{j/C‘éf‘ /;‘
FAE (6‘}"{”(5 ,”f’,j o
€ ot

iqulre a prisoner in a ggdured [correctiona
y '”d‘
0 pay a deductible, coinsurance, copayment, or

DOC has the authority to exempt or waive the payment of those charges under

criteria that DOC establishes by rule. W o s 7
This bill deletes the C),: quirement that the pr;gone;}earn wages while he or she
es  Ji I W
dsawesidentof: thefs7ecure correctional deeal “ef(ore he or she may be required to

pay a deductible, coinsurance, copayment, or 51m11ar charge.

ek ANALYSIS FROM —0606/2 ok

Under current law, as 1nterpreted in State ex rel. Speener v. Gudmanson, 234
Wis. 461 (2000), the definition of “correctional institution” for purposes of the
prisoner litigation reform legislation, 1997 Wisconsin Act 133, does not 1nc1ude an
out—of—state jail. As a result of that decision, ' A
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Are M?Z 5(4! edg 7o 7%/6, V‘ e,/femzné
ol Hhe qg’msoq ) 7&947‘/6% fzﬁ v e rs /47(511
placed in a jail or prison that is located outside of this statg/This blll overrides that

decision by defining a “prisoner” for purposes of prison litigation to include any
person who is incarcerated, imprisoned, or otherwise detained and who is in the
custody of the department of corrections or of the sheriff, superintendent, or other
keeper of a jail or house of corrections. All persons who are placed in a jail or prison
out51de this state by DOC are in the custody of DOC.

by hew

@WJSXSTEM_

\ADULT CORRECTIONAL SYSTYEM.
Under current law, until July 1, 2001, DOC may operate the juvenile
correctional facility at Prairie du Chien as a state prison for nonviolent offenders who

are not more than 21 years of age. This bill extends that authority to July 1, 2003.
FEE ANALYSIS FROM —0449/3 il

~ T e ke ANALYSIS FROM. —0451/1 % -

M) ¢ \r\g\v\é,l, (»VM?‘«\Q \“'5

JUVENILE CORRECTIONAL SYSTEM
- Under current law relating to community youth and family aids, generally
referred to as “youth aids,” DOC is required to allocate varigus state and federal
moneys to counties to pay for state—provided juvenﬂé correctignal services and local
delinquency-related and juvenile justice services. DOC charges counties for the
costs of services provided by DOC according to per person daily cost assessments
specified in the statutes. Currently, those assessments-arg $154.08 for care in a
juvénile correctional facility or a treatment facility, $76.71 for corrective sanctions
services, and $18.62 for aftercare services. This bill increases those assessments for
fiscal year 2001-02 to $171.16 for care in a juvenile correctional facility or a
treatment facility, $82.89 for corrective sanctions services, and $23.25 for aftercare
services and for fiscal year 2002-03 to $176.06 for care in a juvenile correctional
facility or a treatment facility, $84.87 for corrective sanctions services, and $23.80 for
aftercare services. The bill also eliminates statutorily set assessments for care in a
child caring institution, group home, foster home, or treatment foster home.’

ik ANALYSIS FROM -0447/3 ***
CORRECTIONAL SYSW
@VENILE CORRECTIONAL SYSTEM
Under current law, a court assigned to exercise jurisdiction under the Juvenile

Justice Code (juvenile court) may place a juvenile ten years of age or over who has
committed a Class A felony or a juvenile 14 years of age or over who has committed
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a Class B felony in the serious juvenile offender program (SJOP) if the juvenile court
~ finds that the only other disposition that would be appropriate for the juvenile would
be placement in a juvenile secured correctional facility. The SJOP contains various
component phases for its participants, including placement in a juvenile secured
correctional facility or, if the participant is 17 years of age or over, an adult prison.
The SJOP also includes a component phase of intensive or other field supervision,
including juvenile corrective sanctions supervision, juvenile aftercare supervision
or, if the participant is 17 years of age or over, adult intensive sanctions supervision.
Also, under current law, DOC may transfer a juvenile who is placed in a juvenile
secured correctional facility to the Racine Youthful Offender Correctional Facility,
which is a medium security adult correctional institution for offenders 15 to 21 years
of age, if the juvenile is 15 years of age or over and the conduct of the juvenile in the
juvenile secured correctional facility presents a serious problem to the juvenile or
others.

The Wisconsin Supreme Court recently held, however, in State of Wisconsin v.
Hezzie R., 219 Wis. 2d 849 (1998), that subJectlng a juvenile whe-has<been
adjudicated telinguent-and who has no right to a trial by j jury under the Juvenile
Justice Code to placement in an adult prison violates the juvenile’s constitutional
right to a trial by jury because placement in an adult prison constitutes criminal
punishment rather than juvénile rehabilitation. Accordingly, this bill eliminates the
authority of DOC to transfer a juvenile who has been adjudicated delinquent to an
adult prison, including the intensive sanctions program, which is defined in the
statutes as a state prison.

Current law contains conflicting provisions relating to the age under which a
juvenile who has been sentenced to an adult prison (juvenile prisoner) must be placed
in a juvenile secured correctional facility and the age at which a juvenile prisoner
may be transferred to an adult prison. One provision requires DOC to keep juvenile
prisoners under 15 years of age in a juvenile secured correctional facility, another
provision requires DOC to keep juvenile prisoners under 16 years of age in a juvenile
secured correctional facility, and another provision does not permit DOC to transfer
a juvenile prisoner to an adult prison until the juvenile attains 17 years of age. This
bill provides a uniform age of 15 years at which DOC may transfer a juvenile prisoner
to an adult prison.

% ANALYSIS FROM -0448/3 #*x*
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CORRECTIONAL SYSTEM
_ JUVENILE CORRECTIONAL SYSTEM
Under cutrentlaw, if a juvenile 14-years of age or over is adjudged delinqueny

or committing a violatjon that would be a Class B felony if committed by an.a
and if the only other disposition that would be appropriate for the juvenjle
a placement in a secured cofrectional facility, the court assigméd to exercisg
jurisdictibn under the Juvenile JustieCode (juvenile court) m

in the serious juvenile offender program (SJQP) admipi

component phases that are based omr public safet
participant’s need for supervisiofi, care, and rehabilitation)Nd

AW

Rr the participant-without-a-trearing; Untess PO

Th1s b111 permits the juvenile court to extend/fhe penod for which a partlclpant
in the SJOP W@M may be placed in a BxpgWlfsecured correctional facility for not

more than an additional two years if the juvenile court finds that the participant is/

in need of the supervision, care, and rehabilitation that a placement in a Fype/]
secured correctional facility provides and that public safety considerations require
that the participant be placed in such a facility. The bill also permits DOC to extend

the period for which a participant in the SJOP Ppegrgm may be placed in a Typedt)

secured correctional facility for not more than an additional 80 days without a
hearing, unless DOC provides for a hearing by rule. In addition, the bill specifies that
a 30—day extension under the bill does not preclude a two—year extension under the

bill, and vice versa.

#+% ANALYSIS FROM —-0446/2 **

CORRECTIONAL SYST uvu“
/‘6—\ JUVENILE CORRECTIONAL SYS

Under current law, a juvenile may be taken into custody under circumstances
in which a law enforcement officer believes, on reasonabl¢ grounds, that the juvenile
has v1olated the terms of superv1smn ordered by the/court assigned-te-exercise
or the terms of aftercare
supervision administered by DOC or a county department of human services or
social services (county department). A juvenile who has been taken into custody on
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that ground may be held in custody if probable cause exists to believe that the
juvenile will run away so as to be unavailable for proceedings of the juvenile court
or proceedings for revocation of aftercare supervision. This bill permits a juvenile
who has violated a condition of the juvenile’s placement in a Type 2 secured
correctional facility or a Type 2 child caring institution (Type 2 CCI) or a condition
of the juvenile’s participation in the intensive sanctions program to be taken into
custody by a law enforcement officer and held in custody if the juvenile is at risk of
running away so as to be unavailable for action by DOC or a county department
relating to that violation.

Type 2 secured correctiongl facilities consist of the corrective sanctions
program, under which DOC places a juvenile in the community and provides the
Juvenlle with intensive surveillajce and community-based treatment services, the

i axy, which includes certain component phases under
which DOC prov1des a juvenile w1th supervision that is more restrictive than
ordinary supervision in the community, and CCIs that DOC has designated as Type
2 secured correctional facilities for the placement of certain juveniles who have been

adjudged delinquent. Similarly, Type 2 CCIs consist of CCIs that DOC. has@

designated for the placement of certain juveniles who have been adjudged
delinquent and placed under the supervision of a county department,_a—rrd"\tha/
intensive supervision program is a program under which a juvenile is placed in the
comm¥n¥g] and the county department provides the juvenile with intensive
surveillance and community-based treatment services.

*% ANALYSIS FROM -2174/2 #*x*
CORREC YSTEM
NILE CORRECTIONAL SYSTEM _
Under current law, DOC is required to provide a juvenile boot camp program
for juveniles who have been adjudged delinquent and placed under the supervision
of DOC. This bill eliminates that program.

wix ANALYSIS FROM ~0452/1 ***

N Nal ™
C LL\'({V‘\\\) ') S
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surveillan ne-participant,-and provide an average of $3,000 per year per slot to
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purchase community—based treatment services for each participan N This bill

requires DOC to provide an average of not more than $3,000 per year per slot to
purchase those services.

*#% ANALYSIS FROM -0166/4 ***
CORRECTIONAL SYSTEM

NILE CORRECTIONAL SYSTEM
Under current law, DOC is required to enter into contracts with organizations

in Milwaukee County, Kenosha County, Racine County, and Brown County to
provide services in those counties for the diversion of youths from gang activities into
productive activities (youth diversion program). This bill transfers administration
of the youth diversion program from DOC to the office of justice assistance in DOA.

THER STATE GOVERNMENT __—

Under current law, certain ations provided to the office of justice
ass1stance (Od. e used for administering 1 grants for law enforcement
ce. Under this bill, OJA may use the appropriations to admimi
r law enforcement. assistance '

| ek ANALYSIS FROM -0437/3 *** -

Co Vol Gnmawaty Qo=
M A AN ‘(\s(c&

Undex current lawy, DHFS operates the Mendota Juvenilje-Treatment Center

(center), as ‘q juvenile secured correctional facility, to proyide evaluations and
treatment for juweniles whose behavior presents a serious prgblem to themselves or
others in other juvenile secuked correctional facilities and whose mental health
needs can be met at the center.\ Currently, DOC is requ' ed to transfer to DHFS

'

$27489;300-imrpregram-revexues Nffiscat year 1999—2000 and $2489;900trprog:
svenues in 115cal year-2000=06% for those services. This b ll r’?{mz__s,D@C'm‘tmsfe’r
to DI S-$2;694,400 in-prog pues in ahyear/2001-02 and $2-:94%266-ih

.__pmgxam—revmes;a—ﬁsea.l_yea 2002-03 fer-thomarnee%
*** ANALYSIS FROM '—0052/1 kk
COURTS AND PROCEDURE

PUBLIC DEFENDER
Under current law the state public defender may not provide legal services or
assign an attorney to an adult in a criminal case if the adult is not in custody and has
not been charged with a crime. Likewise, the state public defender may not provide




